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Swiss banks set 
£ for legal battle if 
sanctions imposed 
over 'Nazi gold’ 

Swiss banks have threatened to 
take legal action against sanctions 
they expect to be imposed on 
them by US stale and city authori- 
ties after their failure to reach a 
settlement in the "Nazi gold" affair. 
Page 3 

CoaBtkm partner to stay with KoM 

Germany's Free Democratic party 
voted overwhelmingly to seek the 
continuation of its alliance with 
Chancellor Helmut Kohl's Christian 
Democretic/Christlan Social Union 
after September elections. Page 2 

States meat to outlaw pollutants 

Delegates from more than 100 
states begin negotiations in Mon- 
tree! today on a global treaty ban- 
■ ring or reducing use of 12 of the 
most dangerous toxic chemical 
poButants. 

t/etanyatm proposal refected 
Egypt and the Palestinians 
accused brae! of hying to destroy 
the peace process after Benjamin 
Netanyahu. Israel's prime minister, 
proposed an international peace 
conference in Madrid. Page 2 

City of London prices 'at risk 5 
Nearly 60 per cent of the City of 
London's office space s owned 
and occupied by financial services 
and Insurance firms, according to a 
new report, making property values 
vulnerable to a downturn in those 
industries. Page 4 

Protestors escort Timor envoys 
flji Thousands of anti-Indonesian pro- 
testers escorted three European 
ambassadors through the East 
Timor capital Dili as the envoys 
surveyed political conditions. 

Pro-accord unionists bad in Ulster 
Results from the Northern Ireland 
assembly elections mean there is a 
narrow majority of unionist mem- 
bers in favour of co-operating with 
nationalist parties to implement the 
peace agreement. Page SO 

Strike blow to France’s euro coins 
A strike by workers at France's 
Pessac mint near Bordeaux was 
the latest setback to the country's 
rush to produce the first euro 
coins. Page 2 

Ukraine bWto end deadlock 

.. The Ukrainian parliament wHI try 
today to elect a speaker for the 
fourteenth time and end a dead- 
lock that could have grave conse- 
quences for the country’s eco- 
nomic survival. Page 2 

Low turnout voids Portuguese vote 
Fewer than 30 per cent of voters 
participated in Portugal's first refer- 
endum, which was on abortion, 
effectively rendering the vote nuB 
and void. Page 2 

Khatami to vlsft United Nations 
Iran's President Mohammed Kha- 
tami was reported planning to 
travel to New York in September to 
address the UN General Assembly. 

Earthquake town buries dead 

The huhals began of more than 
. 100 people kiHed when an earth- 

y| quake Struck the southern Turkish 
town of Ceyhan on Saturday. 
Picture, Page 20 

Hopes rise tor Nigerian detainee 
Nigeria's opposition National Dem- 
ocratic Coalition said after meeting 
new mfl/tary ruler General Abdulsa- 
lam Abubakar that it was hopeful 
puled presidential claimant Mosh- 
ood Abiota would soon be freed. 

France through to quarter-finals 
Six minutes from the end of extra 
tone. France's Laurent Blanc 
scored the only goal m the second 
round World Cup soccer match 
against Paraguay to put the host 
country through to the quarter-fi- 
nals. World Cup coverage. 

Page 12 
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New chapter for UBS 
Swiss banking on 
a dream merger 
Page 24 



Trouble in paradise 
Recession ravages 
assets in Hong Kong 
John Ridding, Page 14 


Today’s Surveys 
Managing corporate 
risk, Maputo 
Separate sections 


Italians flock for 
more Eni shares in 
trend away from 
bonds into equities 

Eni shares were 2 Vi times 
over-subscribed as Italians, show- 
ing signs of a propensity to move 
out of government bonds into 
equities, shrugged off concerns 
about the country’s privatisation 
programme. It was die fourth offer 
of shares in the oil and gas group. 
Page 21; Record demand for 
EdP share offer, Page 25 

HeWelbefger Dracfemaschfan of 
Germany, the world's biggest 
maker of printing equipment b 
planning an investment of up to 
□M400m ($221 m) to develop new 
computerised printing systems for 
newspapers. Page 25 

London & Continental Railways, the 
company set to build the £5.8bn 
($9.7bn) high-speed rail Jink 
between London and the Channel 
tunnel, plans to part-finance the 
project by “selling" off its tax 
losses. Pdge 5 

Antoine Bemheim was reconfirmed 
as chairman of Assfcuraz/oni 
Generali, Italy’s largest insurer, 
despite speculation that senior 
figures at Mediobanca, the group's 
largest shareholder, were seeking 
to oust him. Page 25 

TNT Post Cfroup Is expected to 
command a stock market value of 
some FI 22.3bn ($1 1 .1 bn) when 
shares in the world’s first listed 
mail service begin trading to 
Amsterdam today. Page 21 

Equanfs indicative share prices will 
be announced this week. The data 
communications carrier Is to list in 
Paris and New York in a pubfic 
offering expected to value it at 
about $4 bn. Page 24 

Ko$ Hokflng, Turkey's biggest 
family-controlled business, 
launches a share off wing today 
aimed at international investors 
and expected to raise up to 
$300m. Page 28 

PSEG Americas, a subsidiary of the 
Newark-based Public Services 
Enterprise Group, is to invest 
$160m in a 250MW power plant on 
Peru's coast Page 28 

Warburg Mton Bead launches itself 
today as Europe's only candidate 
to join the US-dominated super 
league of investment banks. 

Page 21; Dream merger. Page 24 

Janfine Fleming Investment 
Management has axed another 38 
of its Haig Kong staff, bringing the 
casualties at the fund management 
arm to 100 this year. Page 25 

Band-X, the UK company which 
pioneered trading in telecoms 
capacity over the internet, has set 
up a spat market for telephone 
minutes and bandwidth. Page 21 

South Korea is expected to dose 
live small banks by merging them 
with the country's five strongest in 
I a deal that has displeased foreign 
Investors. Page 4 

BankBoston plans to gain access 
to internet technology by Investing 
In software companies in return for 
rights to new products. Page 25 

Norsk Hydro, the world’s biggest 
fertiliser producer, is joining the 
$55Qm (£329m) Udon Than! potash 
project In Thailand. Page 24 

Tesco, the UK’s leading food 
retailer, aims to build up a nation- 
wide chain of more than 100 Tesco 
Express petrol stations. Page 24 

Eurs Prices 

A compretenshe statistical guide to the 
now bub currency zone, covering foreign 
exchsige. bond anti equity market. 

Page 31 


Japan steps 
up action on 
economy with 
banks pledge 

Tokyo promises ‘bridge bank’ decision 
as China and US call for more reforms 


By Bflten Tati In Tokyo 

Japan's ruling Liberal 
Democratic party yesterday 
stepped up efforts to tackle the 
country’s economic problems, 
pledging a rapid decision on a 
proposed "bridge bank" to take 
over loans of toiled institutions. 

Masakuni Murakami, a senior 
LDP politician, said the party 
would finalise plans for a bridge 
bank on Thursday, a week earlier 
than expected. 

The move came as both China 
and the US again pressed Japan 
at the weekend to unveil more 
economic reforms to prevent the 
yen’s weakness triggering a 
round of Asian devaluations. Pre- 
vious reform pledges by Tokyo 
have disappointed the markets. 

Evidence of faster action by 
Japanese authorities may cheer 
investors ahead of the release 
today of the '‘TankaxT survey of 
business se ntimen t by the Bank 
of Japan, the central hank which 
is likely to provide new signs of 
recession in Japan. 

In particular, economists want 
that Japan must take concrete 
action over its hanking problems 
to stave off Anther weakening of 
the yen, which slipped to Y143 
against the dollar last week alter 
a surprise market intervention 
by the US and Japan had lifted 
the currency to about Y138 two 
weeks ago. 

The LDP also faces new 
domestic pressure to hasten its 
plans for hanking reform after an 
announcement on Friday that 
Long Tterm Credit Bank, which is 
beset by bad loans, hopes to 
merge with Sumitomo Trust, 
another of Japan’s largest 
banks. 

LTCB and Sumitomo Trust, 
which held intensive talks over 
the weekend, have not yet 
revealed details of their plan. 
Switzerland's UBS. which has a 1 
per cent cross shareholding with 
LTCB and three joint ventures 
through its merger with Swiss 


Bank Corporation, is also still 
considering what role it would 
play in any LTCB merger. 

However, a deal would proba- 
bly put Sumitomo Trust in effec- 
tive management control of 
LTCB. 

Concern about LTCB’s finan- 
cial health triggered a plunge in 
its share price to a low of Y50 
last week. Sumitomo Trust 
insists it will carry out the 
merger only if LTCB first 
removes its Y1.378bn bad loans. 

This will require an injection of 
public funds and probably force 
the government to strengthen 
mechanisms to help banks 
remove problem loans, estimated 
to he some Y77.D00bn for the 
entire financial sector. 

Taku Yamasaki. LDP policy 
chief, suggested yesterday that 
the Co-operative Credit Purchas- 
ing Company, a private body 
established in 1993 to buy bad 
loans from private banks at a dis- 
count, should purchase LTCB's 
bad loans. However, some gov- 
ernment offic ials have «id these 
could be takpn up by government 
bodies such as the Resolution 
and Collection Bank. 

A third proposal is that some of 
LTCB's problem loans could be 
taken over by any future bridge 
bank, which officials have indi- 
cated would be established late 
next month. 

The bridge bank would have a 
mandate to take over the assets 
of failed institutions and to 
extend loans to sound bor ro wers, 
which would distinguish it from 
the CCPC and the Resolution and 
Collection Bank. 

This would prevent bank 
restructuring from triggering a 
credit .crunch and further weak- 
ening industry, LDP officials say. 
Such a goal has assumed mount- 
ing political importance in the 
run-up to elections for the upper 
house of parliament on July 12. 

Asian banks, Page 4 
Banking on change, Page 18 



President BBI Cfinton visiting the Great Wafi yesterday with wife Hfltwy end daughter Chelsea A P 

India accuses US and China 
over nuclear proliferation 

Albright halls bilateral ‘strategic dialogue’ to reduce tensions 


By Janes Kynge and Stephen Rdter 
hi Beitag 

India yesterday attacked strongly 
pledges by the US and China to 
work together to prevent a 
nuclear arms race in south Asia, 
accusing them of showing "the 
hegemonistic mentality of a 
bygone era". 

In a statement issued in Bei- 
jing; where President Bill Clinton 
last night wrapped up a weekend 
of summit meetings with Jiang 
Zemin, the Chinese president the 
Indian government said: “It is 
most ironical that two countries 
that have . . . contributed to the 
unabated proliferation of nuclear 
weapons and delivery systems in 
our neighbourhood are now pre- 
suming to prescribe the norms 
for non-proliferation." 

However, Madeleine Albright, 
the US secretary of state, bailed 
the development of a bilateral 
“strategic dialogue” with China 
to reduce tensions on the Korean 
peninsula and in south Asia, 
after nuclear tests last month by 
India and Pakistan. 

The summit meetings were 
marked by Betting's surprise 
decision to allow an unprece- 


dented debate between the two 
presidents to be broadcast live on 
Chinese television. The broadcast 
aired US criticisms on issues 
such as China’s 198B Tiananmen 
Square massacre, the first time a 
foreign leader has addressed 
directly the Chinese on such sen- 
sitive subjects. 

Mr Clinton is expected to raise 
the question of human rights 
again in a keynote speech at Bei- 
jing University. 

The US and China are also 
expected to sign deals today for 
about $1.4bn of US goods and ser- 
vices. said William Daley, the US 
commerce secretary. The con- 
tracts will go ahead in spite of 
negligible progress on China's 
protracted negotiations to enter 
the World Trade Organisation. 

Mr Clinton's talks with Mr 
Jiang yielded enough to counter 
the bad publicity that had 
swamped the first two days of the 
US president's nine-day tour, 
including an agreement to stop 
targeting nuclear missiles at each 
other’s cities. US officials 
acknowledged this was merely 
symbolic. 

In another step towards build- 
ing the "strategic partnership" 


for the 21st century which Wash- 
ington has identified as a prior- 
ity. the two sides agreed to 
observe each other’s military 
training exercises. 

Su Ge, a professor at the For- 
eign Affairs College attached to 
China's foreign ministry, said the 
development of a strategic part- 
nership was not intended to chal- 
lenge existing US security 
arrangements with third coun- 
tries such as Japan. 

Beijing appeared to relinquish 
its formerly implacable opposi- 
tion toward joining the Missile 
Technology Control Regime, 
which seeks to limit exports of 
such technology, by agreeing to 
consider it. 

The two sides also agreed to 
resume a dialogue on human 
rights this year after a four-year 
suspension. 

The Chinese president did sig- 
nal that Beijing was open to talks 
with the Dalai Lama, the exiled 
spiritual leader of Tibet But a 
foreign ministry spokesman later 
said the Dalai Lama would first 
have to recognise Tibet as an 
integral part of a China. 


” Leadeis speak openly, Page 4 


Pakistan devalues as 
Asian turmoil spreads 


j By Daniel Dorabey in London 

I “* " "* “ """ — — - — • 

Pakistan has become the latest 
country to be hit by the Japanese 
I yen's weakness and other flnan- 
, rial problems in Asia, devaluing 
Its currency, the rupee, by 42 per 
cent at the weekend. 

The Mexican peso and the 
South African rand fell last Fri- 
day to their lowest levels, while 
the Canadian dollar was close to 
its all-time low. 

Avinash Persaud, currency 
strategist at J. P. Morgan in Lon- 
don, said: “This is as big.a cur- 
rency crisis as we have seen in 
the past 10 years. The toll in the 
yen is an earthquake throughout 
global markets and the countries' 
governments aren't prepared for 
the scale of this sen-off." 

The yen has fallen from Y122 
against the dollar at the pud of 
April to Y142, despite interven- 
tion this month by the US Fed- 
eral Reserve and the Bank of 
Japan. Japan’s trading partners 
in south-east Asian countries 
have also seen their currencies 
tugged down by the yen's toll. 

But analysts said emerging 
markets worldwide had been 
affected by a general stampede 
into dollars, and more particu- 
larly into US Treasury bonds. 

Countries that depend an com- 
modities production, including 
industrialised nations such as 
Canada and Australia, have also 
suffered from the downturn in 
Asia. 

Reported intervention by the 
Bank of England and the US Fed- 
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eral Reserve on behalf of the 
reserve bank of South Africa 
failed to prevent the rand falling 
to R5J38 against the dollar by late 
trading in New York on Friday. 

“After the losses In Asia, Inves- 
tors' appetite for risk has sunk to 
an all-time low," said Mr Per- 
saud. “Because this is being 
driven by external factors, rais- 
ing interest rates and intervening 
Is unlikely to help, but could 
even hurt by damaging a coun- 
try’s economic prospects." 

Pakistan's devaluation, its sec- 
ond in nine months, brings offi- 
cial exchange rates In line with 
rates offered to foreign deposit 
holders. Its finances have come 
under pressure since it carried 
out nuclear tests last month, 
leading the US to Impose sanc- 
tions. India, which also carried 
out nuclear tests, saw its rupee 
hit all-time lows against the dol- 
lar at the start of last week. 

Analysts said that hedge funds 
had begun to focus on emerging 
markets, largely out of concerns 
that the US and Japan might 
again Intervene to protect the 
yen. “People are nervous about 
the yen stabilising against the 
dollar. There's the risk of more 
intervention, which could lose 
them money if they bet against 
the yen,’* said Tony Norfield at 
ABN- Amro in London. 

Rand strains affiance, Page 3 
Aslan crisis takes ton, Page 4 
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ECB chief says he will avoid ‘shocks 


By Gordon Cranffl to Amsterdam 


The European Central Bank 
will adjust interest rates as 
Infrequently as possible, and 
will not tighten monetary 
policy merely in order to 
establish its credibility as a 
bulwark against inflation, 
according to Wim Dnisen- 
berg. Its president, who 
takes office on Wednesday. 
"Conducting an extra-tight 
monetary policy to make us 
more credible I regard as 
nonsense. This credibility 


must be earned. You do not 
gain it in one day," be said 
at the weekend. 

The comment may 
dampen expectations in the 
financial markets that the 
ECB, charged with adminis- 
tering the single currency 
from next January, was 
planning a rapid ratcheting 
up of rates to give the new 
single currency, the euro, a 
strong start 

He told NRC Handelsblad, 
a leading Dutch daily, that 
the ECB had to avoid caus- 


ing irrational shocks. But 
asked if thjs meant a large 
number of small adjust- 
ments in interest rates, he 
said: "No. as steps as 
possible." 

Policy at the Frankfurt- 
based institution should not 
be Influenced by the “illu- 
sions of file day**, he added, 
but should aim at the 
medium term. 

The appointment of Mr 
Duisenberg, former governor 
of the Dutch central bank, 
was hampered by France's 


attempt to install Jean- 
Claude Trichet, its central 
bank chief, in the post 
Instead In the interview Mr 
Duisenberg insisted there 
was "no question of a split 
term" between him and Mr 
Trichet 

He directly contradicted 
French President Jacques 
Chirac, who told the. BBC 
earlier this month be had a 
personal undertaking from 
Mr Duisenberg that he 
would step down about half- 
way through the eight-year 


period. He said he had indi- 
cated only that he did not 
guarantee to stay beyond 
July 2002, when euro notes 
and mips replace national 
currencies. 

*T can still decide to cany 
on for the full eight years. 
That Is entirely and exclu- 
sively up to me. There are 
no agreements saying I will 
stop earlier.” 

• Greece is “on the right 
track” to achieve its aim of 
joining the European srnglo 
currency in 2001, provided 


structural reforms are car- 
ried out, Mr Duisenberg said 
in an interview published 
yesterday, Kerin Hope 
hi Athens- "Accession to 
European monetary union in 
2001 is achievable, so long as 
the correct economic mea- 
sures are applied," he told 
the Greek newspaper Elefth- 
erotypia. 

Privatisation of Greek 
banks should move fasts - so 
that the sector is ready to 
face tougher competition in 
the euro market, he said. 


Germany 
urged to 
end coal 
subsidies 


Poland and EU end steel tariffs dispute 


By Peter Norman in Bono 
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By Ghristopber BoMnsfd 
in Warsaw 


Germany has been urged to 
make the elimina tion of coal 
subsidies an aim of govern- 
ment policy and to set a 
"clear d eadline " so that com- 
panies can adapt in goad 
time. 

In a review of Germany's 
energy policies, the Paris- 
based International Energy 
Agency said existing plans 
to reduce hard coal subsidies 
by 2006 were welcome but 
the rate of decline - about 6 
per cent per year in no min al 
terms - was “not very 
rapid". The subsidies, which 
enable German coal to be 
sold at international prices, 
weigh on public budgets and 
are undesirable, said Robert 
Priddle, the IEA executive 
director. "We would like to 
see a genuine free trade in 
coal” 

The IEA. which Is owned 
by 24 industrialised coun- 
tries, pointed out that pro- 
duction costs for German 
hard coal were more than 
three times world prices 
while subsidies, despite an 
11 per cent cut in 1996, 
remained comparable to the 
level of the end-i980s. 
Although hard coal produc- 
tion has fallen by about 45 
per cent since 1980, the IEA 
report noted that the 
decrease in UK and French 
production had been more 
rapid. 

Mr Priddle welcomed 
recent advances towards lib- 
eralising Germany’s energy 
markets. But the IEA pub- 
lished maze than 40 recom- 
mendations for improving 
competitiveness and effi- 
ciency in its report, which is 
the agency's first in-depth 
study of the German energy 
market for four years. 

It complained of con- 
straints on the freedom of 
access to transmission grids 
in the recently liberalised 
gas and electricity markets, 
especially in eastern Ger- 
many where the new energy 
law permits refusal of access 
to the electricity grid to pro- 
tect investments in brown- 
coal fired power plants until 
2003. 

Mr Priddle warned that 
the electricity feed law, 
which obliged distributing 
companies to take electricity 
produced from renewable 
sources such as wind genera- 
tion, put some distributors 
at a cost disadvantage. 

He also expressed concern 
that Germany would be 
unable to meet Its targets for 
reducing carbon dioxide 
emissions with existing poli- 
cies. 

There was a need for a 
"strong critical assessment 
and close surveillance" of 
the voluntary commitments 
of industry. 

From an environmental 
viewpoint, the tax system 
included "peculiarities” such 
as no tax on coal and high 
taxes on natural gas. 


Poland and the European 
Commission have agreed a 
steel industry restructuring 
plan, promising an end to a 
dispute over tariffs which 
Hafi threatened to delay the 
country's talks on member- 
ship of the European Union. 

This week Poland will cut 
import tariffs on EU steel by 
a third as part of the $3.6bn 
restructuring plan. This 
envisages the privatisation 


of the sector by 2001 and the 
elimination of 40.000 out of 
90,000 jobs, according to Jan- 
usz Steinhoff. the economics 
minister. 

The dispute blew up last 
year when Poland refused to 
cut Import tariffs as prom- 
ised in its 1991 EU associa- 
tion treaty. This envisaged a 
gradual elimination of trade 
barriers on steel by the 
beginning of 1999. Now, the 
tariff will be cut fr-om its 
present 6 per cent rate to 4 
per cent on July l, then 


reduced to 2 per cent next 
January for a year and 
removed in 2000. 

The plan envisages that 
Poland’s erode steel manu- 
facturing capacity will stay 
at 13.4m tonnes while pro- 
cessing plant is modernised 
to cover rapidly growing 
domestic demand for steel 
plates firm motor and white 
goods makers and the boom- 
ing construction sector. 

Meanwhile, Huta Katow- 
ice. Poland’s largest steelma- 
ker. has appointed ING Bar- 


ings as an adviser on reduc- 
ing its financial costs and 
picking a strategic investor. 
Katowice is planning to 
build a $450m steel strip pro- 
duction line and is currently 
examining proposals from 
potential investors. These 
are British Steel, Danielli of 
Italy and Voest Alpine Stahl 
working with Hoogovens 
fr om H olland. 

HTS in Krakow, Poland's 
other major steel mill which 
needs to spend $lbn on 
modernising its equipment, 


is meanwhile mulling rival 
tads from Voest Alpine and 

Hoogovens and Thyssen who 
have teamed op with Ispat, 
the international steel pro- 
ducer. BMF, a local consul- 
tancy is advising the m-m on 
the privatisation. 

Beddows, the UK steel con- 
sultants who have done 
studies for the EU on the 
future of Poland’s steel 
industry, are working with 
both BMF and ING Barings 
in the their respective advi- 
sor rales to the two mills. 



Portuguese abortion 
referendum fails 


By Peter Wise in Lisbon 


Sorbs commemorate the 1389 bottle of Kosovo when their 
ancestors were defeated by the Turks. The modem Kosovo conflict 
meant that few attended yesterday's ceremonies Reuters 


Fewer than 30 per cent of 
voters participated in Portu- 
gal's first referendum yester- 
day, effectively rendering 
the vote - on abortion - null 
and void. More than 50 per 
cent of eligible citizens were 
required to vote to make the 
ballot binding. 

The high abstention rate, 
projected by exit polls at TO 
to 80 per cent deprives the 
referendum on a law that 
removed tough restrictions 
on abortion of any binding 
force. However, a projected 
victory in favour of liberalis- 
ation will be used by legisla- 
tors as an mdica tinn of pub- 
lic opinion. 

Exit polls forecast a nar- 
row majority in favour of a 
proposal to allow women to 
terminate pre gnanc ies in the 
first 10 weeks. . 

Beyond the abortion Issue 
itself the irate has focused 
attention on the waning 
influence of the Roman 
Catholic Church and raised 
political questions over the 
ratification of parliamentary 


decisions by referendum. 

Parliament has already 
approved a bill liberalising 
abortion that was pat for- 
ward by the ruling Social- 
ists. But opponents later suc- 
ceeded in winning approval 
to hold a referendum to 
decide whether the measure 
should become law. 

The Socialists were the 
main protagonists of recent 
changes to the constitution 
introducing referendums. 
But some Socialist leaders 
and other politicians have 
expressed concern over what 
they see as an imriprmining 
of parliament, viewed as the 
pivotal institution of Portu- 
gal’s democratic system, by 
the holding of referendums. 

The abortion issue had cut 
across party political lines. 
Antdnio Guterres, the prime 
minister and a practising 
Catholic, said publicly last 
week he would vote against 
the liberalisation measures 
supported by a majority of 
his Socialist party. 

The 1984 abortion law 
allows terminations only in 
cases of serious medical risk. 


rape or malformation of the 
foetus. Only about 800 legal 
abortions are carried out a 
year in Portugal, which has 
a population of 10m. 

The proposed changes, 
allowing women to termi- 
nate pregnancies in the first 
10 weeks at approved medi- 
cal facilities, would make 
Portuguese legislation simi- 
lar to that in most other 
European countries, except 
Ireland, where abortion 
remains illegal 

The Roman Catholic 
Church has not officially 
participated in the cam- 
paign. but some bishops 
spoke out so forcefully from 
the pulpit against legalising 
abortion that they had to be 
reprimanded by the Patri- 
arch of Lisbon. 

Supporters of the proposed 
changes base their case 
mainly on the suffering 
caused by illegal abortions. 
Officials figures show that 
about 10.000 women a year 
are treated in Portuguese 
hospitals for complications 
arising from clandestine 
abortions. 


French jump the gun on euro coins 


By Robert Graham ta Paris 


France’s initial burst of 
speed to strike the first euro 
coins has been undermined 
by production problems. 

Not only has the design 
for one denomination of the 
new coin been withdrawn 
after complaints from blind 
associations that it was con- 
fusing to handle: but last 
week workers at the mint at 
Pessac near Bordeaux went 
on strike, complaining that 
the factory was understaffed. 

“These are the type of 
teething problems experi- 


enced in minting completely 
new coins.” explained a 
spokesperson for the finance 
ministry's mint and medals 
department. “They will be 
ironed out and we are final- 
ising an agreement to mid 
the strike.” 

Hie mint also denied these 
problems were caused 
because the government 
pushed the Pessac plant into 
a hasty start so that France 
could produce its new coins 
before the other 10 euro-zone 
countries. 

However, the unions 
involved have had a differ- 


ent perspective since the 
plant was inaugurated with 
much fanfare on May 11. 
“We have had lots of prob- 
lems meeting the production 
targets which were far too 
ambitious." said Michel 
Mano, a local union leader. 

“We’ve had delays in the 
delivery of the flans [the 
blank flat metal discs] and 
there's been trouble with 
stamping the flans and 
maintenance." 

Even before production 
started the unions pressed 
for additions to the 400- 
strang workforce. The mint 


management sought to post- 
pone the issue until produc- 
tion had been increased from 
11m to 15m pieces a day in 
the autumn. 

The first real problem to 
emerge was the small 10 
cent coin. After 9m had been 
minted, the presses were 
stopped two weeks ago on 
the orders of the European 
Commission in Brussels, 
responsible for vetting the 
coinage. 

European associations for 
the blind found the coin’s 
design lacked sufficiently- 
prom Inent features to distin- 


guish it It looks as though 
the original design will now 
have to be adapted, affecting 
all the EU minting 
operations. 

“The euro programme can 
no longer be carried out by 
overtime but by taking mi 
new people.” said Mr Mano. 
"We think the message is 
getting home and there are 
offers of more hirings as we 
have a huge task ahead.” 

By the end of 2001 Pessac 
is expected to produce 7-6bn 
new euro coins, equivalent 
in weight to four Eiffel Tow- 
ers. 


Brinkmanship keeps Kiev parliament deadlocked 


A battle over the election of a speaker is delaying attempts to 
deal with Ukraine’s financial crisis, reports Charles Clover 


T he Ukr ainian parliament 
will try today to elect a 
speaker for the 14th time 
since it convened ou May 12, 
but few are hopeful that this 
vote will succeed. 

The deadlock in parlia- 
ment is becoming one of the 
worst political crises in 
Ukraine’s short history of 
Independence since 1991. and 
could have grave conse- 
quences for the country’s 

economic survival 

If parliament is unable to 
elect a speaks’ It could be 
dissolved. President Leonid 
Kuchma . could rule by 
decree and Ukraine might 
default on its foreign loans. 

The more likely scenario Is 
that the government will 
muddle through, as it has in 
the past, on a combination of 
last-ditch conciliation and 
goodwill of foreign govern- 
ments who believe that 
Ukraine Is “too big to tail”. 

The current crisis is the 
result of an exercise In polit- 
ical brinkmanship by practi- 
cally- everybody,- including 
the left, the right, the centre, 
the president, and most of 
Ukraine’s foreign creditors. 
Each, in some way or 
another, is hoping to exploit 
the fiscal crisis to force con- 


cessions from the others. 

The Ukrainian govern- 
ment, is staring at a massive 
redemption schedule by its 
international creditors. Over 
the next three months alone, 
Ukraine owes foreigners 
over $lbn in external and 
internal debts, a figure 
equivalent to half its remain- 
ing foreign currency 
reserves. 

And with the clock ticking 
on government’s finances, 
the left in parliament is hop- 
ing to force the president to 
accept a leftwing speaker, 
while Mr Kuchma, in torn, is 
trying to avoid that eventu- 
ality. 

Meanwhile. Mr Kuchma is 
hoping to force passage of a 
new 1998 budget, without 
which the International 
Monetary Fund will not step 
in with a S2bn three-year 
loan which could make the 
difference for Ukraine’s eco- 
nomic survival. 

The IMF programme 
would not only provide 
funds, but also provide a 
stamp of approval for the 
government’s economic 
reform efforts, encouraging 
its creditors to roll over 
their credits instead of 
demanding to be repaid. 


But without a speaks*, the 
parliament cannot pass laws, 
including budget, and so 
Mr Kuchma is itmiwnpiuHTtg 1 
implementing it by decree, a 
constitutionally dubious 
method. Two weeks ago he 
implemented a mass of tax 
legislation by decree, ncing a 
constitutional loophole, leav- 
ing some doubt about its 
legality. 

Last week, Mr Kuchma 
forcefully criticised parlia- 
ment for its lack of decision, 
saying that "not only myself, 
but all of Ukraine is con- 
cerned about their behav- 
iour.” He also declared his 
admiration for the speed at 
which more authoritarian 
states like Kazakhstan 
implement economic 
reforms. 

“I am constantly extend- 
ing my arm to the parlia- 
mentarians for co-opera- 
tion," he said. 

The legislators, however, 
say that the deadlock is 
actually the president s 
fault "The crisis is to a large 
extent created by Kuchma 
himself,” said Serfaiy Holo- 
vaty, a deputy and a former 
justice minister who is a 
noted critic of the president 
"He is organising a sabotage 



Kuchma: legal doubts 


of the electio ns for speaks - , 
doing everything to prevent 
a victory by the left” 

Indeed, most of the votes 
for speaker have been 
blocked by a pro-presidential 
coalition made up four cen- 
trist and rightwing parties 
which together ran muster 
roughly 200 votes, enough to 
prevent a quorum, which 
requires 300 of 450 parlia- 
mentary seats. 

SerhJy Kurykin, vice-presi- 
dent of the moderate Grem 
party, one of four which 
made what he calls a gentle- 
man’s agreement to support 
the president, confirms that 
his party abstained in sev- 
eral votes. 

“1 wouldn't go so for as to 
say that the president gave 
ns an order, but it is obvious 


that there are some candi- 
dates that he supports, and 
some that he doesn’t," he 
said. Now. however, Mr 
Kurykin is having second 
thoughts. 

“What is going on is not 
just discrediting us, it is dis- 
crediting the whole institu- 
tion of parliament. The pres- 
ident can use this situation 
to expand his powers in an 

unconstitutional way.” he 

said. 

Others both inside and 
outside parliament assert 
that while Mr Kuchina is 
claiming the IMF pro- 
gramme as justification for 
legislating by decree, as he 
did two weeks ago, there 
appears to be some question 
about whether the dec 
rees he has issued do in 
fact address IMF condit 
ions. 

“Only the names of the 
decrees address IMF condi- 
tions,” said Serhiy Ter- 
iokhin. of the liberal, west- 
ern-oriented Reforms and 
Order party. 

David Snelbecfcer, an econ- 
omist at the Harvard insti- 
tute far Economic Develop- 
ment In Kiev, agreed in part: 
"Some of the decrees address 
IMF conditions, some contra- 
dict IMF conditions, and 
some are irrelevant." he 
said. 
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MIDDLE EAST PEACE 


Mubarak and Arafat slant 


Madrid conference plan 


Egypt and the Palestmians accused * 

trying 1 to destroy the peace process after 
yahu, Israel's prime minister, proposed convening an IntBRlft*. . . 
tionaf peace conference In Madrid. ” 

The proposal was put forward before foe 
Maria' Aznar, Spanish prime minister. In ' 

interview with ABC, the Spanish newspaper, MrNeMrqnhu i ■ ; 
said a Madrid conference could SlveEuropeab^r rote , : 
muffiteteiai regional issues. He yesterday ‘ 

would not repteca direct negotiations on bilateral * ***** . ;; 

But Host* Mubarak, Egyptian president, said foe '' ' - 
was aimed at “destroying the peace process and a™V r 
existing peace accords. Yassir Arafat, president of foePaw* 

tS Authority, said Mr Netanyahu should wte* 

has been done since Madrid*, a reference to the Madrid car*. 

fwence of 1991 that led to an Aiab-lsreefl djatogue. - 

Those talks faBedbecause Israel - under -ai rigMwmg 

led government - refused to negotiate directly wfto MrAra- 
fafs Palestine Liberation Organisation. Mr Aznar dW not nia . 
out hosting a conference if it would push the peace process . 
forward. Avi MachPs, Jerusalem 


CORPORATE GOVERNANCE 


UK shareholders 'treated best 5 


British companies treat their shareholders better than any 
other country including foe US, according to an analysis by & 
Boston corporate governance consultancy. 

Davis Global Advisors said the UK has more balanced 
boards and greater shareholder rights, giving it a score of 9.2 
out of 10, up from 8.7 last year. The US lagged with a static 
72, saW Stephen Davis, foe company’s president, "because 
of over-powerful CEOs and minimal investor powers*. 

France took third place in the corporate governance league, 
but retained its top score for the market giving shareholders 
the most voice. Mr Davis cited the need for French boards of 
directors to seek shareholder approval of takeover defences . 
as an example of shareholder power. 

The year's biggest Improvement in shareholder rights waa. 
In Germany, where international accounting standards began 
to take hold and share options were introduced. 

James Mackintosh, London 
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BONN COALITION 


FDP backs alliance with Kohl 


Germany’s Free Democratic party voted overwhelmingly at the 
weekend to seek the continuation of its alliance with Chancel- 
lor Helmut Kohl’s Christian Democratic Union/Christian Social 
Union after the September federal elections. 

However, the FDP, junior member of Mr Kohl's coalition, 
sought to use a confwence in Leipzig to sharpen its liberal, 
free-piarket profile. Guido Westerweile, general secretary, 
launched attacks against other members of the centre-right 
Bonn coalition he regarded as insufficiently reform -minded. 
“The. conservatives are coalition partners in parliament but our 
competitors in the election battie." he said. 

Meanwhile, Wolfgang Gerhardt, FDP chairman, set as foe 
party’s goals hi a new coalition agreement the “renewal" of 
Germany's social market economy including tax reforms, 
r e form oj Jaws pn .foreigners living in Germany,. and the further 
'development of eastern Germany. Ralph Atkins, Bonn 
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LUXOR KILLINGS 


Egypt police chiefs sacked 


/ . 

y 


Two top Egyptian police officers were sacked yesterday after 
a tribunal found them guilty of ignoring warnings that popular 
tourist sites in foe southern city of Luxor were vulnerable to 
armed attacks, such as that which left 58 foreign tourists 
dead last November. 

Major Gen Med hat el-Shanawani and Major Gen Abul-Atta 
Youssef Abul-Atta, chief and deputy police chief in Luxor 
when the attack occurred, are the first officials to be held 
responsible for the attack since President Hosni Mubarak 
sacked the interior minister In the wake of the slaughter. The 
hearing at the Higher Disciplinary Court was held in secret, 
and was the first to bring senior police officers to trial In 18 
years. 

; Tourism ministry officials had forewarned the security ser- 
vices that many sites were unguarded and could be attacked 
at any time, but little action was taken. Mark Huband, Cairo 
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World Bank agrees reform aid 


The World Bank has approved a $543.2m “poverty-focused* 
loan to the south Indian state of Andhra Pradesh, the first 
lending approval by a multilateral lending agency to India 
since the US and other states imposed sanctions against 
Delhi for its nuclear tests last month. The loans are designed 
to support a package of state-level reforms. 

The aid, the Bank’s first lending to an Indian state rather 
foan to foe central government, is to underpin education pro- 
jects, primary healthcare, nutrition programmes, irrigation and 
rural development projects. The US and Japan apparently 
permitted the loans to proceed because of their “humanttBr- 
lan nature. Mark Nicholson, New Delhi 
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NICARAGUA CENTRAL BANK 


Accounting ‘hole’ discovered 


to csrTy 01/1 a ^rttier fnouiry at 
foecountry’s central bank after auditors said they had found 
S460m unaccounted for in the institution’s books. 

“ h0,e " follows a year-long 
investigation of fo e operations of the Banco Central da Nica- 
ragua (BCN) from 1990 to 1996, when Nicaragua was under 
triey>vwnment of President Viotela Barrios de Chamorro. 

J/L ^^ n rSl ari8aS fcwn $1-6bn ' m muMataral and bilst- 
SJLS l 2f arag . ua ^ 1 900 to 1992, to help the 
country meet debt service obSgatiom. 

®^ d transactlons involving more foan 

to 150 ““""ted to 
^£S^L?L ?^ 0perati0n8 ’ 7116 >"vestigation "ad 

^orev^tedfoe BCN had paid over $4Q0m toctean up foe 

balance sheets of state banks. James Wason, Panama CHy 


ANGOLA’S UN REPRESENTATIVE 


Beye feared dead in air crash 
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INTERNATIONAL 


* Rand strains ANC’s union links 


By Victor Maflot 
fin 


The alliance between South 
Africa's ruling African 
National Congress, the trade 
union movement and the 
South African Communist 
party (SACP) - already 
frayed by high unemploy- 
ment and low economic 
growth - is likely to come 
under further strain this 
week following the sharp fall 
of the rand on foreign 
exchange markets. 

ANC leaders are relying 
on support from the Con- 


gress of South African Trade 
Unions tCosatu) and the 
SACP to win a convincing 
victory in next year's gen- 
eral election. But the ANC’s 
economic policies of deficit 
control and privatisation are 
being condemned by its left- 
wing backers. • • ; 

On Saturday, Cosatu con- 
cluded a four-day central 
committee meeting by 
attacking the priva t e sector 
for "massive disinvestment 
from the country, rampant 
speculation and undermin- 
ing of the currency”. Cosatu 
criticised the Reserve Rank 


accused financial institu- 
tions of profiteering, 
expressed opposition to the 
demutualisation of Old 
Mutual and'Sanlam, two big 
life assurance groups, and 
said it would campaign for 
more state intervention. 

Cosatu and the SACP 
oppose the government's 
“Gear” strategy - which 
stands for growth, employ- 
ment and redistribution - 
partly because it has failed 
to deliver higher economic 
growth. “There have been 
massive job losses in the 
country since the introduc- 


tion of Gear,” said Charles 
Nqakula, SACP general sec- 
retary. ahead of this week s 
10th party congress. 

The rand slid 6 per cent on 
Friday to a record low of 
R536 to the US dollar, before 
recovering slightly in late 
New York trading. South 
African interest rates are 
expected to rise this week as 
the Reserve Bank seeks to 
prop up the currency. 

Chris Stals. Reserve Bank 
governor, put the blame for 
the rand's fall on a single, 
unnamed US hedge fund. He 
declined to comment directly 


on reported intervention to 
support the rand by the US 
Federal Reserve and the 
Bank of England, but he 
appeared to confirm sugges- 
tions that they had been 
trading on behalf of South 
Africa rather than with their 
own money. 

Trevor Manuel, finance 
minister, is meanwhile fac- 
ing a demand from the oppo- 
sition Democratic party to 
revise bis 1998-99 budget 
because of the turmoil. 

Editorial comment, page 19; 
Currencies, Page 30 


Swiss banks expect 
sanctions this week 


By John Audios in New York 

Swiss banks expect to have 
sanctions imposed on them 
by US state and city officials 
, _ this week over the “Nazi 

gold” affair, and they intend 
to respond with legal action. 

Officials leading the nego- 
tiations on behalf of UBS 
and Credit Suisse, giving 
their first press interview on 
the issue, also made it clear 
they thought divisions 
among negotiators for Holo- 
^aust victims lay behind the 
w lailure to reach a settlement 
Last week lawyers acting 
on behalf of Holocaust survi- 
vors rejected a public offer of 
$600m, in addition to the 
amount proved by an inde- 
pendent audit to be left in 
dormant accounts, which the 
banks had made to settle the 
US legal actions against 
them. The lawyers called it a 
“shabby” offer. 

Robert O'Brien, global 
head of credit and loan man- 
agement for Credit Suisse 
, .. y . First Boston, said: “We've 
reached a point now where 
we realise we are dealing 
with two agendas. One is the 
substance of the issue. The 


other is the political 
agenda." He added: “Some 
politicians basically see this 
as an opportunity. Notwith- 
standing the facts, they will 
pursue their own ends for 
their own purposes.” 

He also questioned 
whether some lawyers in the 
case, who have been critic- 
ised by Holocaust victims 
themselves for falling to 
keep the plaintiffs informed, 
were motivated primarily by 
the attempt to generate fees. 

The interview marked a 
new departure for the banks, 
which have so far taken a 
low profile. Obviously 
angered by the failure to 
reach a settlement, and by 
continued negative publicity 
in the US press, they said 
they were prepared to fight 
the legal actions in court 

On Wednesday, a group of 
elected finance officials led 
by Alan Hevesi, the New 
York city comptroller, will 
meet in New York to bear 
representations from the 
parties to the talks over a 
global settlement Mr Hevesi 
has said they may impose 
sanctions on the banks. 

But Mr O'Brien said: 


“Sanctions at this point in 
time would he counter-pro- 
ductive. Sanctions are proba- 
bly illegal because they are 
unconstitutional It's the US 
government which carries 
out the foreign policy of the 
US, and not New York City." 

Richard Capone, managing 
director of UBS In the 
Americas, said they were 
prepared to take legal action 
even thoug h this mfght pat 
them in thg uncomfortable 
position, for Wall Street 
institutions, of suing the city 
of New York. 

They have been criticised 
for moving too slowly. The 
audit of their dormant 
accounts, carried out under 
the direction of Paul 
Volcker, former Federal 
Reserve chief, has already 
lasted two years, involving 
SCO accountants at a cost to 
the hanks of S20Qm. 

But Mr Capone said of the 
t70m, subsequently raised to 
$200m. which the banks 
mad* available for a human- 
itarian fund two years ago. 
to ensure speedy recompense 
for ageing Holocaust survi- 
vors, only film has thus 
been paid out 
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Successes and setbacks 
in fight against Aids 


Cost of treatment is 
number of victims in 


one factor adding to the disproportionate 
the developing world. David Pilling reports 



0 


W hen delegates left 
the last big inter- 
national confer- 
ence on Aids, held in Van- 
couver two years ago, it was 
with a sense of euphoria. 

Scientists had presented 
compelling evidence that a 
combination of three drugs 
could prevent the replication 
of HIV. the virus that causes 
Aids - perhaps indefinitely. 

Albeit cautiously, the 
word “cure" was uttered for 
the first time. 

Two years on, as 13.090 
delegates began arriving for 
the 12th World Aids Confer- 
ence in Geneva yesterday, 
much of the euphoria had 
gone. 

Triple drug therapy is 
lowing worrying side 
effects, with many patients 
suffering from a redistribu- 
tion of body fat that leaves 
their facial flesh wasted and 
their stomachs swollen. 

Some develop “buffalo 
humps”, mounds of fat on 
the back of the neck that, in 
extreme cases, need to be 
surgically removed. Some 
scientists suspect the drugs 
may cause heart failure or 
strokes. 

Oust as disturbing, three 
drug regimens - which often 
require users to take 20 pills 
a day. some on an empty 
stomach, some with litres of 
water, some after food - are 
so complicated that more 
than half fail to following 
them properly, causes HIV 
Revels to recover. 

Moreover, hopes that pro- 
longed treatment might 
eradicate the virus for good 
have proved misfounded. 
Although HIV can be pushed 
below easily detectable lev- 
els, a reservoir stays hidden. 
If treatment is stopped, the 
virus bounces back. 

None of this meant the 
excitement of Vancouver 
was misplaced, argued Bern- 
ard Hirschd. an HIV special- 
ist at the Geneva Cantonal 
university hospital, and 
chair of this week's confer- 
ence. 

He pointed to the sharp 
decline in deaths from Aids 
in the industrialised world, 
where triple cocktail anti-re- 
fro viral therapy is widely 
•Available. Even In cases 
where treatment is said to 
have “failed" - where the 
viral load has jumped back 
to detectable levels - many 


patients continued to hold 
the disease in check 
"The good news is that 
patients don’t get sick 
[develop Aidsl. What do I 
care about HIV levels or CD4 
counts fa measure of the 
immune system]? 1 think 
what matters is they do not 
get these awful diseases.” ■ 
As far as side effects are 
concerned, Dr Hirscbel cau- 
tioned against exaggeration. 

Possible disfigurement has 
to be weighed against the 
alternatives. “Okay, you 
look a little strange, but 
what is that against a hie 
threatening disease"? As for 
more medically serious side 
effects, "ten years down the 
road there is a possibility 
that these lipid [fats] abnor- 
malities could cause heart or 
brain disease. But that’s not 
proven yet." 

And even here, there is 
cause for optimism. In 
Geneva, companies such as 
Glaxo Wellcome of the UK 
and Dupont of the US will 
present the results of clinical 
trials for triple cocktail ther- 
apy that did not include pro- 
tease inhibitors, the class of 
drug being blamed for most 
side effects. 

H itherto, protease 
inhibitors had been 
considered an essen- 
tial part of triple drug ther- 
apy but new evidence 
suggested, combinations of 
other types of drugs may bq 
just as effective. 

Drug companies are also 
developing anti-retrovxrals 
that are easier to take. If 
patients only have to swal- 
low two tablets twice a day, 
they have a much better 
chance of following the regi- 
men to the letter. 

Such advances come as 
little comfort to the esti- 
mated 28m HTV sufferers in 
the developing world, where 
90 per cent of the infected 
population live. 

For most of them, triple 
cocktail treatment, which 
costs up to $15,000 a year, is 
an unaffordable dream. So 
much so that Warren Lind-, 
ner. the man responsible for 
the conference slogan . 
“Bridging the Gap,” shrugs 
his shoulders and conceded 
that the reality is more like 
a "yawning divide". 

He said he "just cannot 
comprehend the level of 
injustice and inequality" 
surrounding who got treat- 
ment and who did not 
There is no alternative to 
triple therapy for all- Other- 
wise, who decides who lives 
and who dies? Who in God’s 


name has that power?” 

Treatment for all is a pipe 
dream, not only because of 
the prohibitive cost, but also 
because of the logistical diffi- 
culties of HIV therapy. Many 
drugs, for example, must be 
refrigerated, a virtual impos- 
sibility in rural Africa. And 
so. while Aids deaths drop in 
the west, they are exploding 
elsewhere. Last year, more 
than 2m people died in the 
developing world, compared 
with 15,000 in western 
Europe. 

■ There are two initiatives 
due to be aired at this 
week's conference. The first 
concerns advances in under- 
standing prevention of moth- 
er-to-baby transmission of 
HIV, through which half a 
million children were 
infected last year. Studies 
conducted in Thailand 
showed that a relatively 
short course of anti-retro- 
viral drugs, coupled with 
bottle feeding to prevent 
infection through the moth- 
er's milk, can cut the risk of 
transmission by half. 

Drug companies wOl this 
week hamme r out details of 
cost cuts for such treatment 
in poor countries, perhaps to 
as little as $70 a course 
against a $1,000 for the lon- 
ger courses administered in 
the west. 

Second, there is a renewed 
effort to find a preventive 
vaccine for HIV. an area that 
has hitherto received scant 
resources. 

That may be changing. 
The US Federal Drugs 
Administration agency this 
month approved the first 
large-scale vaccine trial, by a 
Californian company called 
VaxGen. And 200 HIV nega- 
tive doctors, including Dr 
Hirscbel, have volunteered 
to be injected with an atten- 
uated live virus, a poten- 
tially risky step same think 
essential to finding a vac- 
cine. 

Bill Gates, chairman of 
Microsoft, yesterday pledged 
$i.5m to the International 
Aids Vaccine Initiative, a 
group that aims to produce a 
vaccine within 10 years. 
Because of the peculiar prop- 
erties of HIV. including its 
ability to “hide" in the body, 
some scientists think a vac- 
cine may never be found. 

Mr Lindner put himself in 
the camp of those who think 
a vaccine is possible. But he 
is not holding his breath. 

“Tm optimistic, and I do 
believe in miracles," be said. 
"And the way things are 
going, a mhrarTp is Just what 
we may need." 


Riots threaten 
Guyana stability 


By Raymond Cofitt 
to Georgetown 

Street riots, which rocked 
the Guyanese capital 
Georgetown last week and 
appear set to continue in 
co min g days, threaten to 
deepen the Caribbean coun- 
try’s political crisis and trig- 
ger an outright battle for 
power between the govern- 
ment and the principal oppo- 
sition party. 

The People’s National Con- 
gress (PNC) called for a civil 
disobedience movement and 
a massive march against the 
government today, while 
President Janet Jagan said 
she would consider declaring 
a state of emergency if riots 
continued. 

Anti-government protest- 
ers backed by the PNC last 
week rioted in the streets of 
Georgetown, destroying 
store fronts and paralysing 
transport and commerce. A 
fire destroyed part of the 


finance ministry on Monday 
and explosives were deto- 
nated in other ministries on 
Tuesday. Officials have 
reported hundreds of bomb 
threats in public offices, 
including hospitals. 

The PNC bad pledged an 
18-month moratorium on 
protests in January in 
exchange for a government 
pledge to shorten its term 
from five to three years and 
permit an independent audit 
of last December's presiden- 
tial elections. In a report 
released in late May. a spe- 
cial commission of Caricom, 
the Caribbean trade group, 
found no evidence of fraud. 

The PNC continued to 
claim Mrs Jagan obtained 
her victory by “stuffing bal- 
lot boxes" and has refused to 
take its seats in parliament. 
Yet Hugh Desmond Hoyte. 
its leader, said the party 
would accept a supreme 
court decision expected by 
September. 


Hey big lender, lend 
a little sum to me 


By Jobs Anthos at He w York 

Delegates from more than 
1,000 Institutions from 98 
countries spent the weekend 
in a New York hotel attempt- 
ing to work out how to link 
two very different financial 
worlds - third world “micro- 
credit" schemes which offer 
tiny loans to poor individu- 
als. and the international 
capital markets. 

Delegates agreed that 
micro-lenders would need 
access to capital markets if 
they were to reach the ambi- 
tious target of lending to 
100m poor families by the 
year 20%, which was set at 
an inaugural meeting a year 
ago in Washington. 

According to Larry Reed, 
managing director of Oppor- 
tunity International Net- 
work, one of the largest 
micro-lending organisations, 
micro-lenders were not yet 
ready to gain access to pri- 
vate capital. He said: “A 
dearth of capable institu- 
tions and the lack or good 
marketplace information on 
micro-credit institutions 
block the flow’ of capital in 
their direction." 

While several organisa- 
tions, such as Opportunity. 
Accion International, and 
the Grameen B ank in Ban- 
gladesh. had shown that it 
was possible to build scale in 
micro-lending, he pointed 
out that most lenders were 
still smaller, and reliant on 
some form of philanthropy. 

He estimated that only 20 
organisations accounted for 
more than half of the all 
micro-loans, even though 
there are now 10.000 pro- 
grammes around the world, 
lending to about 15m people. 
Three countries - Bangla- 


desh. Indonesia and Bolivia 
- account for half of these 
loans, while less than 1 per 
cent of organisations making 
micro-loans cover their full 
costs with earned income. 

He said that reaching the 
target of 100m people would 
require a loan fund of 
between $l0bn and $20bn. 
and an up-front investment 
in staff training and 
systems. He proposed a new* 
system, modelled on the US 
Federal Reserve's inspection 
system, for examining and 
accrediting micro-lenders. 


Row of capital is 
blocked by lack 
of information 


This would make it easier 
for western lenders to decide 
whether to support them. 

Several organisations 
announced new ideas for 
providing capital. Calvert 
Foundation, a US organisa- 
tion. announced that it had 
set up a “social investment 
foundation” which will allow 
US investors to make invest- 
ments as small as $1,000 in 
Grameen Bank. This will 
earn them a fixed return of 
between zero and 3 per rent 
The idea is that it is not n 
philanthropic exercise, 
although it would not beat 
the returns available on con- 
ventional investments. 
According to Muhammad 
Yunus, founder of Grameen. 
it falls under a separate cate- 
gory as a "social objective- 
driven investment". 

Bankers Trust, the US 
international bank, 
announced a ‘’microcredit 


development fund" funded 
using donations from the 
bank’s private banking cli- 
ents, which would be used to 
capitalise the loan loss 
reserves of micro-lenders. 
This would enable the micro- 
lenders to leverage their con- 
ventional debt, and grow 
their programmes further. 
The fund has already paid 
money to three organisa- 
tions - Accion New York, 
which operates programmes 
in the poorer areas of New 
York, Propesa. a Chilean 
group, and South Africa's 
Shared Interest. 

It is not only the financial 
services sector which has 
decided to become involved. 
Monsanto, the biotechnology 
company, announced during 
the conference that it was 
launching a joint venture 
with Grameen to establish 
an agricultural technology’ 
centre in Bangladesh. 

The theory is that Monsan- 
to's centre, to be based in 
Dhaka, will be able to help 
solve some of the agricul- 
tural problems which 
bedevil the Bangladeshi 
economy, with initial aims 
including making the coun- 
try self-sufficient in maize, 
rice and cotton, and improv- 
ing tilling techniques to con- 
serve topsoil. By being 
linked to Grameen. it will 
also be able to conduct tri- 
als. and attempt to improve 
agricultural methods used 
by the bank's borrowers, 
ensuring that the technolo- 
gies it develops are relevant. 

Neither company could 
say how much it would com- 
mit to the venture. However, 
Monsanto stressed that it 
was being funded as a busi- 
ness project, not as a philan- 
thropic venture. 
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INTERNATIONAL 


CLINTON IN CHINA PRESIDENT CAN CLAIM SUCCESS IN BROADENING ‘STRATEGIC DIALOGUE* 


Summit progress on weapons and human 


By Stepbei RcBerand 
James Kynge In Bejpog 


The weekend summit 
between Presidents Clinton 
and Jiang will be best 
remembered for the surpris- 
ing press conference that fol- 
lowed. But the meeting 
brought a range of concrete 
agreements that mean Ur 
Clinton will not return home 
empty-handed to face critics 
of his decision to visit 
China. 

"A positive outcome of the 
summit has been the grow- 
ing breadth of our strategic 
dialogue with the Chinese.” 
Madeleine Albright the US 
secretary of state, said yes- 
terday. 

Among the most impor- 


tant of these, the US and 
China agreed not to target 
strategic nuclear weapons at 
each other. This is a largely 
symbolic move since the 
missiles can be retargeted In 
minutes, but it reduces 
the risk of accidental 
launches. 

China also said it is con- 
sidering joining the Missile 
Technology Control Regime 
(MTCR). In the past it has 
said that it would adhere to 
the guidelines. Samuel Ber- 
ger, the US national security 
adviser, said joining the 
MTCR “would be a very sig- 
nificant development in 
terms of the sale of Tniwnfa 
technology worldwide”. 

The two countries agreed 
to strengthen controls on 


&>called dual-use chemicals 
and related equipment and 
technology to ensure they 
are not used to produce 
chemical weapons. Accord- 
ing to Mr Clinton, China also 
agreed “to work jointly with 
us to strengthen the biologi- 
cal weapons convention". 

The two leaders, who inau- 
gurated a direct presidential 
link in May, agreed to con- 
tinue regular summit meet- 
ings- Separately. Mr Clinton 
invited Zhn Rongji, the Chi- 
nese premier, to visit the US. 

The two governments will 
also resume the regular dia- 
logue on human rights bro- 
ken off four years ago. The 
US welcomed an announce- 
ment by China that it would 
sign the international cove- 


nant on civil and political 
rights this autumn. 

In the military area, the 
two governments agreed to 
send observers of joint train- 
ing exercises soon, and to 
develop mechanisms to 
guard against incidents 
between the Chinese and US 
navies. 

On the issue of Taiwan - 
regarded as a bellwether of 

US-China relations by Bei- 
jing - US officials said there 
bad been no change in the 
US position, which is based 
on three joint communiques, 
one of which commits the 
US to reducing arms sales to 
Taiwan. 

Mr Berger said: “The presi- 
dent restated our basic, one 
China policy. It continues to 


be at the heart of our policy, 
based on the three communi- 
ques. We don't support inde- 
pendence for Taiwan, or one 
China one Taiwan, or 
Taiwan's membership in 
organisations that require 
statehood.” It was “extraor- 
dinarily important to the 
United States that the issue 
between China and Taiwan 
be resolved peacefully”. 

There were also some 
moves by China in the nego- 
tiations on accession to tbe 
World Trade Organisation, 
but, according to Charlene 
Barshefsky, the US Trade 
Representative, the gaps 
between the- two sides 
remained “huge". For the 
first time, flhiwa offered to 
open parts of its telecommu- 


nications sector, while it 
also adjusted a previous 
offer in financial services, 
she said. 

Talks are to continue on 
the subject in Geneva on 
July 20. She said she 
believed the moves reflected 
a gmwin g 1 understanding on 
Bering's part that Chinese 
accession to the WTO would 
not be a political decision, 
but one based on Us com- 
mercial terms. 

She suggested the Asian 
crisis had encouraged fur- 
ther caution about member- 
ship of the WTO cm the part 
of Beijing. 

Zhu Rongji, the premier, 
used a lunchtime meeting 
with President Clinton and 

Other high - ranking US Qffi- 


PRESS CONFERENCE 


Leaders speak openly 
of differences of view 


President Clinton and 
China’s President Jiang 
Zemin at the weekend gave a 
press conference broadcast 
live across China raising 
sensitive issues never before 
debated publicly. 

The following are extracts 
from some of the exchanges. 
■ On detaygeting missiles: 
Clinton: “We both felt that, 
number one, if we detargeted 
we would completely elimi- 
nate the prospect ever of any 
kind of accidental launch; 
and number two, we would 
take one more step in show- 
ing mutual confidence and 
trust in one another; and, 
number three, it would 
be a helpful signal as a 
counterweight to the recent 
nuclear tests in India and 
Pakistan." 

Jiang; “This demonstrates 
to the entire world that 
China and the Unified States 
are partners, not adver- 
saries... I hereby reiterate 
that since the very first day 
that China came into posses- 
sion of nuclear weapons, 
China has undertaken not to 
be the first to use nuclear 
weapons under any circum- 
stances." 


■ On the Tiananmen 
Square crackdown in 1989: 
Clinton: For all of our agree- 
ments, we b hu disagree on 
what happened then. I 
believe, and the American 
people believe, that the use 
of force and tragic loss of life 
was wrong. I believe and the 
American people believe 
that freedom of speech, asso- 
ciation and religion are, as 
recognised by UN Charter, 
the right of people 
everywhere and should be 
protected by their govern- 
ments. 

“I believe stability in the 
21st century will require 
high levels of freedom." 

Jiang: “With regard to the 
political disturbances in 
1989, the Chinese people 
have long drawn a historical 
conclusion... Had the Chi- 
nese government not taken 
the resolute measures then, 
we could not have enjoyed 
the stability that we are 
enjoying today.” 

■ On Tibet: 

Jiang: “As long as the Dalai 
Tama nan publicly make the 
statement and a commit- 
ment that Tibet is an 
Inaliena ble part of China 


and he must also recognise;) 
Taiwan as a province of ' 
China, then the door to dia- 
logue and negotiation is- 
open. Actually, we have sev- . 
eral channels of communica- . 
tion with the Dalai Tama. Soy 
I hope the Dalai T^ma will/' 
make a positive response in' 
this regard." ■ 

Clinton: “Let me say some-" ' 
thing that will perhaps be-; 
unpopular with everyone t/ 
have spent time with the. 
Dalai lama- I believe him to ‘ 
be an honest man, and F 
bdlleve if he had a convcrsa- - 
tion with President Jiang, - 
they would like each other' 
very much.” 

■ On allegations of Chinese 
contributions to the Demo-' , 
era tic Party: 

Jiang: “Before President ' 
Clinton’s visit. I read 
[reports] alleging China bad 
been involved in so-called 
political contributions In the 
United States. I really think 
ft very absurd and ridicu- 
lous. and I think they are 
sheer fabrications. China 
can never do such a thing 
and C hina never interferes 
in other countries' internal 
affairs. 
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President Cfintan addresses a Christian service in Be$ng yesterday. Ha sakt We c-atateato with you 
the growth of the practice of our faith in China” Reutere 


PUBLIC REACTION 


Broadcast ‘an extraordinary concession 


By-Jamas Harding ft:*#* 

Ghijia. will today;’ s&i&tieals 
ftfrfadbn of,US'gt>qaj.and 

services. WiffLam DJwK US 
commerce . secrefar^-said 

' ’ companies 

V 1 '.-dude' Boeing. 
Aira* General Electric. 

-Chiba is^diaected fo^slgn 
another?' a^-vwifh Boeing, 
but Jfdf of 

itSe- energy 
grdfe^dMei^Iaidym as 
’Atlantic' ? ^Richfield, may 
r expWjotHtdperat^OBs, hav- 
ing! already ;• .signed a 
aHtperatton- ’agreement with 
China National Offshore 00 
Corporation to develop gas 
fields in the South China 
Seal Last week. Xinhua, the 
official government news 
agency, reported that Gen- 
eral Electric would provide 
turbines for a Sino-US 
funded $1.5 bn power plant 
on the southern island of 

Hainan. 

In the runup to the sum- 
mit, there has been a spate 
of contracts signed by US 
and Chinese companies. 


By James Kynge 


The programme was 
unscheduled and it was 
lunchtime. But those Chi- 
nese who happened to be 
watching the relevant offi- 
cial TV channel received a 
considerable shock. 

President Clinton stood 
next to President Jiang and 
disagreed with his host over 
one of the most sensitive 
political subjects in China - 


the massacre of students 
demanding more democracy 
near Tiananmen Square in 
1989. 

Although significant num- 
bers of urban Chinese - who 
increasingly have access to 
the internet and foreign tele- 
vision - are aware of the US 
and European opposition to 
the 1989 repression, the fact 
that Beijing allowed Mr Clin- 
ton to call Chinese policy 
wrong in front of Mr Jiang 


was an extraordinary con- 
cession. 

It raises the possibility 
that China's new generation 
of leaders, which includes 
Mr Jiang and Zhu Rongji, 
the premier, may be trying 
slowly to distance them- 
selves from the crackdown, 
which remains deeply 
unpopular among most Bei- 
jing residents, Chinese com- 
mentators said. 

"I think it was extraordi- 


nary to see Tattle C (Clin- 
ton's nickname in China) 
making such bold com- 
ments,” said Wang Bin, a 
Chinese office worker. 

Mr Clinton also seized the 
opportunity to argue against 
China's apparent belief that 
individual freedoms some- 
how jeopardise the stability 
of the nation. 

“...(if) you limit people’s 
freedom too much, then you 
pay, I believe, an even 


greater price in a world 
where the whole economy is 
based on ideas and informa- 
tion and exchange and 
debate," the US president 
said. 

“I believe stability in the 
21st century will require 
high levels of freedom," he 
added. 

Several Chinese academ- 
ics, professionals and stu- 
dents in Beijing agreed with 
Mr Clinton’s assertion, sug- 


gesting that the gulf 
between American and 
Chinese thinking on this 
crucial question Is coming 
closer. 

“Some Chinese may still 
find this argument (on sta- 
bility and freedom) strange 
but others are gradually 
coming to consider this 
question," said Huang 
Annian, professor of history 
at the Beijing Shifan Univer- 
sity. 


Oxbow Power and Slthe 
Energies agreed last week 
with Chinese partners to 
build a $415m power plant in 
the eastern province of Zhe- 
jiang. Motorola - the US 
company with the most 
invested in China - and 
Lucent Technologies have 
also agreed more than 9400m 
in telecommunications deals. 

Chinese state media sepa- 
rately reported that the two 
governments had decided to 
sign commercial contracts 
worth 93 .12 bn - including 
Chinese sales to the US as 
well as Chinese participation 
in joint ventures. 


South Korean 
banks forced 


Asia crisis takes toll on Australia and NZ 


By Gwaa Rob in son In Sydney 


into mergers 


By John Burton in Seoul 


South Korea today is 
expected to announce that it 
will dose five small bonks 
by merging them with the 
nation's five strongest banks 
in a deal that has already 
displeased foreign investors. 

The forced mergers, which 
will reduce the number of 
Korean commercial banks to 
21. came after the govern- 
ment reviewed the prospects 
of 12 banks that failed to 
meet the Bank for Interna- 
tional Settlements capital 
adequacy ratio of 8 per cent 
at the end of last year. 

The five banks expected to 
be closed include four pro- 
vincial banks - Daedong. 
Dongnam. Kyungki and 
Chungchong, and another 
hank, Dosghwa, which was 
established by North Korean 
emigres In South Korea. 
They will be merged this 
week with Kookmin, Koram, 
Korea Housing and Commer- 
cial, Hana and Shinhan 
respectively. 

Operations of the dosed 
banks will be suspended 
from today for two to four 
days to prevent panic with- 
drawals of deposits as the 
new owners secure control 
of computer systems and 

vaults. . 

The government spared 
Four of the biggest banks 
under review, including Cbo 
Hung, Commercial Bank of 
Korea. Hanil and Korea 
Exchange Bank, and three 
smaller banks, including 
Peace Bank, Kangwon and 
ChungbuK. These bank s will 
be required to take measures 


to improve management 

Expectations that the gov- 
ernment would liquidate 
troubled banks through 
forced mergers caused for- 
eign investors this month to 
sell 12.7m of bank shares on 
fears that the move will 
weaken the strong banks. 

Government officials said 
the mergers were necessary 
to avoid a run on deposits 
that could cause the collapse 
of the banking system, while 
preventing taxpayers from 
bearing the financial cost of 
bank liquidation. 

Analysts have criticised 
the reluctance of govern- 
ment in shutting down some 
of the biggest troubled 
banks. “The government 
should merge together all of 
the weak banks and create a 
resolution trust fund, as In 
the US and Sweden, to han- 
dle bad loans, while protect- 
ing the strong banks from 
their problems,” said Eugene 
Chung, chief Aslan equity 
strategist for SBC Warburg 
Dillon Reed. 

The bank mergers will be 
conducted through a pur- 
chase and assumption 
arrangement, under which 
healthy banks will be able to 
select the assets and liabili- 
ties of the weak banks. The 
government has promised 
compensation for any assets 
that turn into bad loans 
within the next six months: ■ : 

To prevent bankruptcies 
resulting from the bank clo- ' 
sures, the government 
agreed to extend maturities I 
on loans given by the llqui- I 
dated banks to small busi- 
nesses to the end of the year. I 


The Australian and New 
Zealand economies are being 
hit harder by the Asian 
financial crisis than official 
forecasts suggested earlier 
thi« year, according to fresh 
data published at the week- 
end. 

In Australia, deteriorating 
business confidence and 
gloomy predictions by pri- 
vate economists have fuelled 
pressure on the government 
to lower its earlier growth 
forecasts of 3 pea- cent in the 
financial year to June 1999. 

Australia, which ends its 
1997-98 financial year tomor- 
row. suffered further fells in 
business confidence and 
export volumes in June, 
largely due to the Australian 
dollar’s informal but close 
link with the ailing Japanese 
yen. Japan's deepening eco- 


nomic problems have 
weighed heavily on Austra- 
lia, which relies on its larg- 
est trading partner to take 
nearly a third of its exports. 

Australian government 
officials last week described 
the relationship between the 
Australian dollar and the 
yen as a relatively new phe- 
nomenon. The two curren- 
cies moved in step through- 
out June to reach recent 
lows of 90.58 and Y143 
respectively against the US 
dollar. Ted Evans, Austra- 
lian Treasury chief, said the 
Australian dollar had been 
unfairly linked with Asia's 
economic turmoil, particu- 
larly with regard to the yen, 
because “markets look at 
Asia in total For the last 12 
months, Australia has fol- 
lowed the yen more closely 
than it has in any of our 
previous history." 


Economists, however, 
believe the link is justified. 
Japan’s deepening recession 
was one of the main reasons 
for last week's warning by 
the Australian government’s 
commodities forecast agency 
that Australian commodity 
exports are set to fall for the 
first time in nearly 20 years. 
In the financial year from 
July l, commodity exports 
are likely to fell 12 per cent 
to A964.5bn (US940bn), 
according to the Australian 
Bureau of Agricultural and 
Resource Economics. This 
would be the first fell since 
1980 and contrasts starkly 
with 72 per cent growth in 
commodity exports in the 
current year. 

Commodity exports 
account for nearly two-thirds 
of Australia's total exports 
which, in turn, represent 
about 22 per cent of gross 


domestic product Austra- 
lia's “Japan problem” Is not 
limited to commodities, and 
has been exacerbated by a 
recent sell-off among Japa- 
nese investors in Australian 
capital markets. 

Australian business senti- 
ment has also deteriorated, 
according to the Australian 
Bureau of Statistics, which 
compiles the most compre- 
hensive survey of business 
confidence. Employment 
expectations were particu- 
larly weak. 

Australia's current 
account deficit, meanwhile, 
is likely to swell to &5 per 
cent of GDP or higharr by the 
Kid of this year, on declining 
exports and weaker cur- 
rency, private economists 
warn. 

The government, however, 
has stuck to an earlier fore- 
cast that the current account 


deficit would reach A$31hn, 
or 525 per cent, in the year 
to June 1999. The official 
growth forecast, meanwhile, 
remains unchanged at 3 per 
cent, although most private 
economists have warned 
growth is unlikely to reach 
more than 22 per cent in the 
year. 

In New Zealand, the weak- 
ening outlook in Australia' 
and Japan has weighed on 
the New Zealand dollar, 
which reached 90.49 against 
the US dollar in mid-June. 
Abbut a third of New Zea- 
land's exports go to Asia and 
about half to Australia. 

Figures published on Fri- 
day showed the New Zealand 
economy contracted by 0.9 
per cent in the first quarter, 
prompting economists to 
warn that the country was 
“halfway down the road to 
recession". 


Jakarta V 


riflid to express concern over 
the [slide of the Japanese 
yen. 'But US officials said the 
Chinese marie no suggestion 
that further yen weakness 
would lead to a Chinese 
devaluation. 

Gene Sperling, Mr Clin- 
ton b national economic 
adviser, said 

he thought it significant 
“that they were not suggest- 
ing that Chinese actions an 
devaluation were dependent 
on Japan or the yen- What 
they were suggesting was 
they felt that regardless of 
the circumstances it would 

not' be advantageous for the 
region and for China in the 
long term to devalue and to 
risk another wave of compet- 
itive devaluations.” 
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Indonesia will need to use 
taxpayers' money to bail out ■ 
some of its banks, further 
depleting a budget already 
saddled with an R5 per amt 
deficit according to a senior 
International Monetary 
Fund official. 

| Hubert Neiss, director for 
Asia-Pacific at the Pund. Jt . i 
said public funds would be ~ * 

needed both for recapitalis- 
ing troubled banks that have 
been taken over by the bank 
restructuring agency and for 
banks that are relatively:..: 
healthy but could go fflUpdd 
for lack of capital. 

Any public bail-out of pri- 
vate bflnks is bound to be- 
costly and controversial as 

many of the banks are 
linked to former President 
Suharto and dose associates, 
who used much of the depos- 
its to fund their own pro- 
jects. Foreign banks have 
been invited to Invest but 
few are likely to do so soon. 

“I'm sure public capital 
will be needed." Mr Neiss 
said. “It’s a price worth pay- 
ing for a functioning bank- 
ing sector.” Mr Neiss told 
the government could also M ' ' 
offer matching funds for any 
outside capital, most likely 
foreign, that would be : 
injected into viable banks. 

It is unclear where such 
funds would come from. Out- 
lines of a draft budget, 
approved by the IMF on 
Wednesday, already allow 
for Rpl5,000bn (91.08bn) this 
year alone to pay mterest.on 
government bonds that 
should finance some 
RpI44,000bn in central bank 
loam extended to banks. 

That Rp 15.000b n. equals L6 
per cent of gross domestic 
product, and this figure 
could easily rise it as expec- 
ted, banks fell to pay bad 
their This coiuld booatjg, _ . f 
the forecast budget deficit c * " 1 
85 per cent of GDP, which 
the IMF is trying to finance 
with foreign loans. 

Mr Neiss said funding for 
much of this deficit had 
already been provided for in 
funds promised earlier to 
Indonesia, bat added that 
the IMF was still seeking to 
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obtain another 94bn to 96bn 
In loans. He said Indonesia 
could not dip further into its 
useable reserves, already 
down to $12bn. 

Mr Neiss said the IMF 
expected the central bank 
and the hank restructuring 
agency, which have been 
slow to move against banks 
they have been supporting 
with loans, to act on the fir# 
six audited banks by mid- 
July by suspending 
operations, merging banks 
or bailing them out Audits 
on other banks should be 
completed by August 
The suggestion by Mr 
Neiss came as the govern- 
ment started revealing the 
dismal results of audits on 
the first six of 54 banks that 
have been put under the 
bank restructuring agency. 
It said last week that Bank 
Umum Nasional, linked to a 
close associate of Mr 
Suharto, had overvalued its 
assets by 38 per cent 
Earlier leaks of audit data 
indicated substantial mfsre-, 


Hi 


porting among other hanks ' 
as well, boosting the cost of 
the rescue of Indonesia's 
banking Sector- 

Government officials; have 
been coy on annminrfri g any 
pending closures, following 
runs on banks that were 
caused in part by misinfor- 
mation. They have only com- 
mitted to closing banks 
which fail to meet a ca pHwi 
adequacy ratio of 4 per cent 
by the end of the year. 

But using taxpayer money 
to rescue banks that have 
been used as cash cows by a 
handful of wealthy and well 
connected entrepreneurs wiD 
be hard to sell 


Thai minister roles out state aid in debt crisis 


By Ted Banlacte and Peter 
Montagnon in Bangkok 


The Thai government has 
ruled out using state fends 
to solve the country's bad 
debt problem, which is chok- 
ing hopes of an economic 
recovery, but the finance 
minis ter. Tallin N imman a- 
haeminda, says he will 
devote much of his time in 
the coming months to 
cleaning up hank loan books 
and corporate balance 
sheets. 

In an interview, Mr Tarrin 
' said that in past weeks the 
central bank had issued reg- 
ulations allowing restruc- 
tured loans to be re classified 
as performing and the 
finance ministry had 
removed onerous tax mea- 
sures hampering negotia- 


tions between debtors and 
lenders. In addition, the cen- 
tral bank would oversee a 
working committee of pri- 
vate sector professionals act- 
ing as an arbiter in difficult 
negotiations. 

Corporate debt restructur- 
ing “is the critical issue at 
the moment," Mr Tarrin 
said. “It is vary critical to 
arrest the recession and get 
the banks to relend to the 


economy. 

Thailand’s central bank 
estimates that using tough- 
ened accounting standards, 
non-performing loans in the 
banking system stand at 27 
to 30 per cent of all loans. 
Bankers say that level is ris- 
ing quickly - not so much 
due to high interest rates 
but because of the collapsing 
economy - and that they are 


unwilling to make new loans 
in this environment. Some 
have suggested that the gov- 
ernment nationalise part of 
the debt 

Mr Tarrin rejected that 
idea and said that substan- 
tial progress ought to be 
seat within six months with, 
out direct gove rnmen t inter- 
vention. "The government 
has to be very careful about 
the issue of moral hazard. A 
culture of appropriate loss- 
sharing has to be fostered. 
This is why the role of the 
government is strictly lim- 
ited to just policy." 

The finanm minis ter said 
he saw three kinds of bad 
debt First, there were con- 
sumer loans where the gov- 
ernment was suggesting that 
repayment schedules be 
lengthened to reduce 


monthly payments. Second, 
there were small and medi- 
um-sized business which had 
borrowed from just one or 
two banks: here banks 
should restructure debt “uni- 
laterally". 

The final kind of corporate 
debt restructuring was more 
diffi cult and enco mpassed 
many of Thailand's largest 
conglomerates, where a 
group of companies had bor- 
rowed from domestic and 
foreign banks, syndicates 
and bond markets. 

“It’s these that need the 
help of a neutral third 
party." Mr Tarrin said, 
addin g that new bankruptcy 
and foreclosure proceedings 
to be considered fay 
parliament later in the 
year would provide added 
impetus. 


Mr Tarrin said regional 
currency turmoil, in particu- 
lar the depredation of the 
Japanese yen, was “my big- 
gest worry". He said it was 
difficult for the government 
to relax monetary policy in 
this environment, rejecting 
Suggestions that the govern- 
ment inflate its way out of 
trouble. 

“One cannot gamble. We 
are not abandoning the 
game of stabilisation to 
swing the other way into 
flooding the market with 
liquidity," he said. “There 
will be no quick change on 
policy stance.” 

Mr Tairln said other 
option® being pursued to 
boost liquidity included 
relaxing foreign ownership 
of land and property and he 
had been asked by cabinet to 


come up with proposals in 
the next two weeks. Two 
mutual funds which allow 
foreigners to own property 
worth BtZJ3ton (956m) were 
approved on Friday. 

He also said he expected 
some commercial to 
securitise future credit card 
receipts from foreign tour- 
ists and was exploring fur- 
ther fiscal expansion by let- 
ting profitable state-owned 
enterprises run deficits. 

Although Mr Tarrin admit- 
ted he was “feeling the heat" 1 
of growing political opposi- 
tion and frustration with the 
economic downturn he said 
“we have to continue to tell 
people there is no quick fix. 
Much of our success depends 
on our ability to explain. 
And, of course, our ability to 
deliver." 
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P HAfJ *!f!:_ TUWN EL BUILDER OF HIGH-SPEED LINE TO OFFER^NEW EQUITY TO OFFSET ITS 'LOSSES 

T ax scheme to help fund rail link 


By Charles Batchelor, 

-» Transport Correspondent 

j London. & Continental 
Railways, the company that 
is to build the £5.8fc>n (J9.7bn> 
high-speed rail link between 
London and the Channel 
tunnel, plans to part-finance 
the project by “selling" off 
its tax losses. 

LCR hoped to raise £360m 
over 12 years by selling off 
lasses that could amount to 
£600m-£700m before the proj- 
ect moves into profit 

LCR will offer new equity 
to profitable companies seek- 
ing to shield their profits 
from the taxman. 

‘Non-UK 
business 
owns 20% 
of City 
property’ 

By Norma Cohen, Property 
Correspondent, in London 

Oyer half the City of 
London's office space is both 
owned and occupied by 
financial services and insur- 
ance firms, making City 
property values vulnerable 
to a downturn in those two 
industries, an academic 
research report has con- 
cluded. 

It also shows that about 2D 
per cent of all City prop e rty 
is owned from outside the 
UK. three times the amount 
of non-UK ownership as in 
1983. Germany is the largest 
non-British City property 
investor with 5.8 per cent of 
net lettable space, followed 
by the Japanese with >L8 per 
cent of space. Americans 
have 3 J2 per cent of lettable 
space. 

More than one-third of 
office space is occupied by 
non-UK firms, about half of 
these In premises owned by 
UK property investors. The 
largest share of international 
occupation of 65 per cent is 

v .by US firms, followed by 


The companies that buy 
LCR's shares and eligibility 
for tax relief need, not have 
any connection with the rail 
link project, although some 
in the transport and con- 
struction sectors may be 
attracted to the investment. 

It has now emerged that 
this tax scheme forms part 
of the rescue package put 
together earlier this month 
to save the high-speed link 
project from collapse. LCR's 
original financial plan fell 
apart in January when it 
Was forced to ask the gov- 
ernment for an additional 
£L2bn of fUnds. 

John Prescott, the deputy 


prime minister mid head of 
the transport department, 
turned this down and four 
months of negotiations fol- 
lowed culminating in a 
revised financing deal. This 
involved splitting the project 
into two stages, with the 
government guaranteeing a 
large part of the finance, and 
a commitment from Hail- 
track - the UK rail infra- 
structure group - to buy the 
first stage. 

The tax losses, worth 
£20Qm in present money val- 
ues. cover about one-fifth of 
the funding “gap". Much of 
the rest was made up by the 
government guarantee. 


wrath more than £600m In 
lower financing costs. 

LCR said: “We will seek to 
raise an additional £60m- 
£80m erf new equity over the 
next few months. It is most 
likely that this equity will be 
taken up by some combin- 
ation of institutional and 
corporate investors.” 

The use of what is known 
as consortium tax relief is a 
legal and long-established 
method of financing the loss- 
making stages of large pro- 
jects, according to advisers 
to the rail link scheme. 

The use or tax planning to 
help fund such a high-profile 
public-private sector project 


is nevertheless a sensitive 
Issue. When the rescue pack- 
age was announced, there 
was only a brief reference in 
published documentation to 
tbe possibility of LCR rais- 
ing some new equity finance. 

New shareholders would 
not be able to benefit from 
any of the £400m losses 
already Incurred by LCR in 
preparing the rail link. The 
tax relief Is only available to 
companies that were share- 
holders at the time when 
losses were made. 

Tbe 68-mile link will cut 35 
minutes off journey times 
between London, Paris and 
Brussels when completed. 



High risk: report says City of London property values are vulnerable to downturn in financial business 


Japanese firms. 

The repent found that Lon- 
don has higher levels of 
International ownership 
than any other European 
capital. Neither Frankfurt 
nor Paris, which have inter- 
national ownership of less 
thwn g per cent, crane close. 
Roughly a third of all inter- 
national investment in UK 
property between 1988 and 
1996 was in the City. 78 per 
cent in offices. 

However,- the. report con- 


cludes that hon-UK owner- 
ship of property may not be 
the best indication of non- 
Britons' long-term commit- 
ment to the City. “It is easier 
to sell a freehold than to 
break from a 25-year lease,” 
the report notes. 

It warns that the 
long-term and Inflexible 
.leasehold terms which have 
characterised UK property 
may prod non-UK businesses 
to buy premises instead of 
rooting. This is « .relatively 


risk!' route which reflects 
not commitment but inade- 
quate choice. 

The report. “Who Owns 
the City?”, commissioned by 
Development Securities Ltd, 
the UK property developer, 
and conducted by University' 
of Reading's Department of 
Land Management, found 
that financial services and 
insurance companies occupy 
close to 80 per cent of City 
offices and that the business 
and professional services 


Brendan Cor 

who serve those industries 
occupy a further 27 per cent 
of office space. 

“The majority of occupiers 
in tbe City are financial ser- 
vices firms," the report 
notes. "Firms operating in 
tbe same sector own the 
properties and provide 
finance an the supply side. 
This increases the City’s risk 
profile . . . The links between 
the property and financial 
services markets conspire to 
deepen recession.” 


Insolvency 
group set 
to defend 
level of 
charges 

By An Kelly, • 

Accountancy Correspondent 

Price Waterhouse will -today 
respond to criticism of the 
level of fees it has charged 
creditors ahead of publica- 
tion of a landmark UK 
report on the future regula- 
tion of insolvency charges. 

UK insolvency practitio- 
ners, who dominate cross- 
border rescues and liquida- 
tions, will hope -the report - 
from Mr Justice Ferris, a 
senior judge - will Include 
workable guidelines to pre- 
vent courts attacking fees on 
a purely time-based and pre- 
scriptive framework. 

Tbe report, expected next 
month, is likely to outline 
new rules governing tbe set- 
ting of fees, and its princi- 
ples are set to be taken up 
by the UK government and 
ultimately insolvency practi- 
tioners around the world. 

Tbe report, against a back- 
ground of a string of contro- 
versial fee cases such as that 
involving the liquidators of 
the Bank of Credit and Com- 
merce International, is likely 
to seek much more informa- 
tion from liquidators an how 
they and their staff spend 
their time. 

But It is also likely to 
recognise that the fees 
should reflect the value of 
the work done in recovering 
assets fra* creditors, and in 
securing ibnm quickly, and 
that minute-by-minute time 
rewards are not appropriate 
for jud ging the value of the 
work to creditors. 

Price Waterhouse was 
attacked last week' by a 
Hong Kong court judge for 
the “alarming? level of its 
fees during the liquidation of 
Peregrine, the foiled invest- 
ment bank. Yesterday it said 
it had recovered US$360m in 
the first five months of the 
job with a further $1.5bn to 
be realised in 200 companies. 
“PWs fees of less than $5m 
need lo be put in perspec- 
tive," an official said. 

Wumber-cmodrfog, Page 27 
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CREDIT INFORMATION 

Businesses failing at a 
greater rate, says study 

The number of business failures hi the UK is increasing, with 
smaller companies suffering particularly, according to a report 
released today. A study of the country’s business failures by 
Dun & Bradstreet,' the credit information company, says that 
10,051 businesses failed during the second quarter of the 
year - 4 per cent more than a year ago. More than 5,800 
small businesses failed - a 25 per cent increase on the first 
quarter this year. . 

Phflip MeUor. senior analyst at D&B, said the strength of the 
pound and greater competitiveness in continental Europe 
were causing many failures, predominantly in the manufactur- 
ing Industry. 

The pound has appreciated by more than 25 per cent 
against a trade-weighted basket of currencies since August 
1996, while the industrial competitiveness of soma of the 
.UK’s main trading partners has increased. 

But Mr MeUor said the UK was unlikely to relive the spate 
of bankruptcies it experienced In the early 1990s, partly 
because banks and lending agencies now took greater care 
when granting new loans. 

Mr Meflor said smaller companies would continue to go 
bankrupt as the larger firms they supplied went into liquida- 
tion. He said the problems of manufacturing companies would 
also eventually bring down some of the service companies 
which worked with them. Daniel Dombey, London 

US OIL COMPANY IN TALKS 

Refinery to be reopened 

The Gulf OH refinery in Milford Haven, south Wales, Is to be 
reopened under a deal being discussed between the Dutch- 
controlled Petroptus international and Chevron of the US, 
which shut the operation last year. 

The 115,000 barrel- a- day facility was running near to 
capacity before it was mothballed last December. Chevron, 
which was withdrawing from the British downstream market, 
could not find a buyer. The plant, regarded as one of the 
most efficient in Europe, is connected to Britain’s main pipe- 
line system, allowing the output to be distributed nationally or 
trans-shipped to destinations like the US. 

Petroplus. a niche operator In European petroleum process- 
ing and distributing, wants to supply the regional electricity 
network from the 20 megawatt co-generation capacity offered 
at the facility, as well as make its 1 .6m cubic metre storage 
terminal available to others. Gordon Cramb, Amster da m 


EMPLOYMENT GROWTH 

Prospects expected to slow 

Employment growth prospects are going to slow in the third 
quarter of the year giving the “first indication of a turndown”, 
according to the latest jobs forecast survey from Manpower, 
the employment agency, published today. 

The employment survey, one of the biggest of its kind, is 
held every quarter. It is baaed on findings from 2,221 compa- 
nies gathered from Manpower offices across the UK on their 
recruitment Intentions for the third quarter. It suggests 
employment prospects remain particularly buoyant in elec- 
tronics but also in telecommunications and vehicle manufac- 
turing. Job opportunities also look set to grow In the third 
quarter In private construction. Robert Taylor, London 
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The accords are signed. The rates have been announced. 


Another half year and trading in euros will commence. 


So - now that it’s really coming - how do you feel about 


your company's future? ING is optimistic about the euro's 


arrival. In addition lo opening up trade, investment 


ING 


and other cross-border activities, the euro will stimulate 


financial markets and local economics. As boundaries fade. 


international financial networks such as ours w3! be called 


upon to provide a broader range of expertise. To meet 


in 


lichi l ' r! ' 


this challenge. ING takes a cross -disciplined approach to 


all your banking, insurance and asset management needs. 


Integration, after all. will be the key to success when the dock 


strikes euro. For more information, visit wivw.inggroup.com 


or send an e-mail to: inggro up (W inggroup.com. 


ING Hi) 

Trademark for integrated finance. 
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NEXT STEPS THE ULSTER UNIONIST LEADER IS CONFIDENT HE CAN DO BUSINESS WITH THE SDLP - BUT SEES A BUMPY ROAD AHEAD 
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RESULTS BREAKDOWN 


Trimble set to become first minister Nationalist 


By John Murray Brown 
in Belfast 

On Wednesday David 
Trimble looks set to become 
Erst minister of Northern 
Ireland following last week's 
assembly elections. 

Although the poll saw sup- 
port for his Ulster Unionist 
party, decline, the former 
Belfast law lecturer is likely 
to be voted in as head of the 
new executive, which will 
run Northern Ireland ending 
16 years of direct rule Cram 
Westminster. 

The road ahead will be 
bumpy. Mr Trimble acknowl- 
edged as much in a series of 
television interviews yester- 
day where, despite the tight 
arithmetic in the assembly, 
he expressed confidence that 
the UUP. Northern Ireland’s 
largest pro-British party, and 
the moderate nationalist 
Social Democratic and 
Labour party would be able 
to do business. 

The UUP leader was yes- 
terday preparing the ground 
for today s announcement on 
next Sunday's controversial 
Drumcree parade by loyal- 
ists in Portadown, in the 
heart of Mr Trimble's con- 
stituency. 

The Parades Commission, 
set up by the government to 
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David Kunte, SDLP leaner 

adjudicate on disputed 
routes, will decide whether 
to allow the parade to go 
ahead through the national- 
ist Garvaghy road - the 
scene of violent clashes last 
year. Opponents of the deci- 
sion would have five days to 
mount a judicial challenge. 

Whatever the decision on 
Drumcree, the m archin g sea- 
son could still sour the 

rapprochement between the 
UUP and the SDLP. 

Nonetheless, the changes 
wrought by the peace pro- 
cess are hard to ignore. One 
irony oF the election was to 
see nationalist parties - the 


lO&KEta ‘UttRtts timing w^agwaant 


SDLP and Sinn Fein - enter- 
ing the campaign to create a 
new assembly, given the his- 
tory of Stormont as a Protes- 
tant parliament Tor a Protes- 
tant people. 

What reforms nationalists 
now epjoy - whether in 
employment legislation or 
other equality issues - have 

all been achieved during the 
period of direct rule from 
London. Most nationalists 
will enter this new phase of 
Northern Ireland history 
with considerable trepida- 
tion. 

Exactly what areas the 
new assembly will have 


responsibility For have still 
to be decided. The six gov- 
ernment departments run by 
direct rule ministers - 
finance and personnel, eco- 
nomic development, agricul- 
ture, health, education and 
the environment - are likely 
to be reorganised creating 
“up to" 10 ministries in the 
words of the Good Friday 
agreement, which paved the 
way for Thursday's election. 

The first task of the 108 
members of the new assem- 
bly will be to register 
whether they are unionist or 
nationalist - or “other" in 
the case of the Alliance and 


. ton Ptisky, DUP teader_ 

Women's Coalition parties - 
for the purposes of measur- 
ing cross-community support 
for the big decisions the 
assembly will have to take. 

By the end of October the 
assembly must decide which 
areas are to be handled by 
the proposed cross-border 
ministerial council estab- 
lished between Northern 
Ireland and the Irish Repub- 
lic. This aa^ime* - but IS 
not set down r that the exec- 
utive will have been formed 
by that .stage; 

The composition of the 
executive c^n already be 
stated. The Ijlster Unionists 


will have three of the 10 
ministries, the SDLP and 
Sinn Fein, the IRA's political 
wing, will each be entitled to 
two departments, while the 
other two would go to the 
Democratic Unionists, who 
oppose the agreement and 
are vowed to block moves to 
foster north-south coopera- 
tion. 

The UUP will, at that 
stage, have to confront the 
problem of whether to take 
their seats alongside Sinn 
F&n. Jeffrey Donaldson, who 
is fast, emerging as a poten- 
tial pretender to Mr Trim- 
ble's throne as UUP leader, 
has said he would leave the 
party if Sinn Fdin was 
allowed to take its position 
at tbe cabinet table without 
the IRA having to take its 
arms out of commission. 

Mr Trimble will be hoping 
for some early movement 
from Sinn F6in on the arms 
question. 

AH eyes will be on General 
John de Ghastelain, the for- 
mer Canadian armed forces 
chief appointed to head the 
commission to oversee the 
destruction of paramilitary 
arsenals.. The agreement 
stipulates that details of how 
the. arms are to be decom- 
missioned must be published 
before the end of June. 


(• (• Geneva’s Private 
Bankers did not just 
improve the profession. 
They created it. / / 


W e, the Private Bankers of Geneva, are proud to have cre- 
ated, two centuries ago, a vocation that continues to bring 
so much to this city and, very importantly, to our clients. As well 
as astute asset management, it comprises a level of personal ser- 
vice and respect for privacy that cannot be duplicated elsewhere. 
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By John Murray Brown 

Hie vagaries of the electoral 
system may have thrown up 
a few unexpected results, 
but the f inal breakdown of 
Northern Ireland's power- 
sharing assembly has high- 
lighted some clear trends. 

Firstly, nationalist parties 
appear to be the election's 
big winners, a reminder per- 
haps of the advantages of 
a ftlfr to recommend tbe 
Good Friday Agreement - 
David Trimble's canvassers 
j seemed Wary of doing so. 

| The 28 members secured 
by Mr Trimble’s Ulster 
Unionist party, the largest 
pro-British party, combined 
with two members won by 
the Progressive Unionist 
party, should be sufficient to 
thwart the wrecking tactics 
of Ian Paisley’s Democratic 
Unionist party its anti- 
agreement allies. Anti-agree- 
ment parties have just foiled 
to muster the critical 30 
members to stymie progress. 
But any detections could tip 
thebalance in Mr Paisley’s 
fovour. 

In a political process 
which has been all' about 
bringing extremists in from 
tbe cold, the competition for 
votes fax tbe centre ground 
has become intense. At the 
same time scant evidence 
existed of nationalists using 
their transfers to support 
proagraement unionists. 

The lesson for John 
Hume's SDLP, the moderate 
nationalist party - written 
off by some as a spent force 
- is that Sinn F&n’s chal- 
lenge can be held in check. 
The SDLP, with 24 seats, 
emerged with the largest 
share of first preference 
votes. 

Sinn Fdln, with 18 seats 
and two seats on tbe execu- 
tive, enjoyed the largest 
increase in its vote of any 
party. The count underlined 
its growing supremacy in 
tbe west of the province. 

The controversy over a 
nationalist electoral pact - 
which tbe SDLP has refused 
to endorse - looks set to 
resurface. 

Much to Mr Trimble's 
relief, no UUP candidates 
opposed to the agreement 
were elected. In effect, he 
has now flushed out the 
opposition within the party. 


But the imp’s real prob- 
lem was the array of inde- 
pendent anti-agreement 
unionists, three of whom 
were elected. Their votes 
acted to “shred" the UUP 
support on first count, even 
if the party recovered on 
subsequent counts. 

A big question marie must- 
hang over the future of Jef- 
frey Donaldson - the thrust- 
ing young Lagain VaDey MP 
who. because of his opposi- 
tion to tbe agreement, was 
barred from standing. Mr 
Donaldson openly attacked 
the UUP's election strategy, 
and has warned he will leave 
the party if it sits down with 
Sjnn Fein without the IRA 
decommissioning its weap- 
ons. A formal split is passi- 
ble. though an immediate 
challenge to Mr Trimble’s 
leadership seems less likely. 

The DUP, although early 
leaders, failed to make the 
breakthrough they had 
threatened, ending with 20 
seats, 

Bob McCartney's UK 
Unionists - rather than the 
DUP - were the surprise 
beneficiaries of the UUP’s 
troubles, picking up five 
seats, feeding on anti-agree- 
ment UUP votes. 

Among the other smaller 
parties, Gary McMichatfl, . 
leader of the Ulster Demo- 
cratic party - tbe political 
wing of the banned Ulster 
Defence Association - failed 
to take a seat 

Some of the Protestant 
electorate is still wary of 
supporting candidates with a 
violent past - even if the 
better organised Progressive 
Unionists saw David Ervtne 
and Billy Hutchinson 
returned. 

The bicommunal Alliance 
party, which might have 
been expected to be among 
the main beneficiaries of an 
electoral system that encour- 
aged transfers across the 
religious divide, will be dis- 
appointed with its six seats 
- not enough to secure a 
place on the executive. 

For many in Ulster, the 
most heartening result was 
the two seats for the Wom- 
en’s Coalition. Jane Monrice 
won a seat in North Down to 
join the party's leader Mon- 
ica McWilliams - among just 
12 women returned to the 
108-member assembly. 


Business people 
predict assembly 
will survive 


By Andrew Parker, 

PoWcai Correspondent 

Business and trade onion 
leaders yesterday predicted 
tbe Northern Ireland assem- 
bly would endure, despite 
the strong presence of union- 
ist parties opposed to the 
Good Friday peace agree- 
ment. 

Graham Gudgin, director 
of the Northern Ireland Eco- 
nomic Research Centre, said 
the business community was 
overwhelmingly in favour of 
a reconciliation strategy. 
“It’s quite happy with Sinn 
F6ln getting into govern- 
ment" 

Peace could deliver 20,000 
jobs in tourism over the next 
five years, but much would 
depend on the staunchly pro- 
British Orange Order 
parades. “It’s very sensitive 
to any violence on the 
ground. That is much more 
important than the election 
results in themselves." He 
added that jobs created by 
any peace dividend could be 
offcet by the expected reduc- 
tion in security spending. 

Mary Lyons, head of the 
Sptingvale training centre in 
west Belfast, which provides 
vocational skills to unem- 
ployed nationalists and 
unionists, expressed disap- 
pointment that the local con- 
stituency would not have a 


unionist representative in 
tbe assembly. 

She said the workplace 
was the best arena for bring- 
ing the two communities 
together, and complained 
how red, white and blue 
paint had been daubed 
around Springfield business 
park, west Belfast’s show- 
piece inward investment 
site, before Saturday's 
Orange parade. 

Eamonn McC ann, a civil 
rights leader during the 
1960s, said the assembly 
would succeed because of 
public pressure. “There Is a 
desperate desire from people 
for something to work here. 
There is no support for a 
return to war.” 

He accused the political 
parties of falling to offer dif- 
ferent policies, and high- 
lighted bow Sinn F£in and 
the Ulster Unionist party 
were committed to a reduc- 
tion in corporation tax. 

Joe Bowers, a union offi- 
cial who represents the Bel- 
fast workforce at Bombar- 
dier Shorts,' the aerospace 
group, said companies would 
come under intense scrutiny 
by the assembly. “We could 
have the possibility of large 
companies in Northern 
Ireland being scrutinised in 
more detail about what con- 
tribution they are ma'fejrtg to 
the peace process." 


COMPANY NOTICE 


FrTZWILTQN FINANCE (U .K.) PLC 

Notice to holders of the 
£80,000,000 9.7 S per cent 
Senior Secured Guaranteed Bonds due 2006 

Noma is hereby gh*n that the audited consofidared 9M ,| 
accounts and a fsoaaatcd annual 
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Jozn Jie increasing number of companies who 
rely on Interactive Data to provide the 
measure of the global market in equity and 
fixed income, pricing, dividends, corporate 
action, and descriptive information. Our 
attention to timeliness, accuracy and 
reliability in supporting securities operations, 
fund pricing, research and portfolio 
management is known the world over. 

As part of Financial Times Information, 
one of the world’s leading sources of news 
and information, our global reach is second 


to none. 


THE measure of the market, worldwide. 


Ca l, 781-687-8670 or visit www.intdata.com 
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^ THE TOKAI BANK, LTD. 

21-24. Nishiki 3-chome, Naka-ku. Nagoya. Japan 


Consolktoted Balance Sheet 

March 31. 1998 

(MH lions erf yen) 


Assets 

Cash and due from oanks 

Cal loans and bills purchased . - 

Commercial paper and oshor deW purchased 

Trading assee — 

Money neid n trust - .... 

Securities. . - 

Loans and bilte dfecourted.- ..... 

Foreign e x c h anges . — — 

Other assets 

Premees and equipment 

Deterred taros — - 

Customers' liabilities (or acceptances and guarantees 
Total assets - 


1 . 789 . 42 B 

371,330 

4592 

1.943.700 

288.528 

4279.644 

20.504.163 

372.039 

3.326.106 

333.607 

767609 

1.417.775 

34^120,727 


Deposits 20.057.796 

Negotiable cenlflcales of deposit.. 1 .983,609 

CaB money and bits sotd 1.666.282 

Trading liabffities.. 1,131,427 

Borrowed money - 1.506,151 

Foreign exchanges - 115.661 

Straight bonds 397.01 5 

Convertible bonds - 1.798 

Other SabfiOBS - 4.374.295 

Reserve (or possible loan losses 804,298 

Reserve tor retirement allowances 34.430 

Reserve (or losses on sales of loans 74.721 

Other reserves..... 3 

Minority interest * — 134.024 

Acceptances and guarantees 1.417,775 

Difference tram land revaluation — - 145.047 

Total RabOlties - 33354,940 

StDddnldm'Ewitr 

Common stock 361.971 

Capital surplus - 288,035 

Legal reserve 61.675 

Olher reserves - - 354.114 

Treasury stock { 9) 

Total StockhoMen' equity. 1,065,787 

Total RabOties and stockholders' equity 34^20.727 


Consolidated Statement of Income 

Year Ended March 31. 1998 

(MKons ot yen) 

Total income 1,468,788 

Interest income 1,021,731 

Interest on loans and decounts 514,805 

Interest and dvktends on securities 132201 

Fees and commissions 64.186 

Tracing income.... — 90.719 

Other operating income — - 116.086 

Other income 183,065 

Expenses 1,536264 

Interest expenses — ... — — 707.180 

Interest on deposit s - 273.760 

Flees and commissions 19,874 

Trading expenses... — .... 72,046 

Other operating expenses 30,078 

General and atfrrfnrstrstlve expenses 288,857 

Other expenses ... .... — 418225 

Income before income taxes and others ... ( 51.078} 

Extraortfrtary profit — — 76,725 

Ex t raorcflnaiy losses ... 9.989 

Income before income taxes ........... 15,659 

Provision for income tstss — 1.114 

Adjustment (or oorpera le taxes ..... — 869 

Minority Merest in net income. — 88 

Equity In net income ot unconscMated 

subsidtories and aRiiates — 870 

Net income — - ..... — 14.257 


Notes: 1. Net income per share ¥5 33 

2. All amounts are nsuKled down to the nearest million 

3. Tokai Bank's fiscal 1997 annual repon w* be avaiiai 
tor perusal at the Bank’s London Branch from 
September. 

(One Exchange Square, London EC2A 2EH) 
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CONFERENCES 


JUNE 10 

In-Trade *98 

Invitation to meet the Shariah Chamber 
of Commerce deiegstioa. SharjA Airport 
Imctnaiinul Free Zooe. Hamriya Free 
Zone and Sharjah Gunme n * & Tourism 
Development Authority, st a special 
briefing "Decide on Sharjah.” within die 
exhibition from 130 pm to 2.10 pm on 
in June. Of special interest to LHC 
companies involved in assembling, 
storage, distribution, transhipment, 
processing, canning and packing, 
manufacture and trading. 

Olympia 2. LONDON 


JULY 6 & 7 

FT Corporate Property 
Conference - Winning 
Strategies for Business and 
the Financial Community 
This FT Conference will consider the 
increasing importance of property, bc*h 
M » bolanre shea and operational kssc*. 
The importance of financial markets 
and professional service (rovidcre will 
also be wUressed. 

Contact: Lucinda Roberts. 

FT Conferences Td: +44 171 8% 2120 
Fax: +44 171 S 96 2696 
E-nail: ftcy^ pcarsoo -pro.ccro 
www.ftconrcrenccs^oai 

LONDON 



In honour of the official visit of President Heydar Aliyev to 
the United Kingdom, EBC Global Conferences is pleased 
to present a major international conference on: 


22 - & 23" July 1998, Royal Garden Hotel, London 


For more tnfoniuUtaa contact: 

Sarah Ritchie. Td: *44 171 453 5498, 

Fas; *44 171 323 4390. Email: garahjhdtlcdWKBh.co.Bfc 


Conferences 

& 

Courses 
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2 WHSHPL 0 BIAI 

BOSiESSiiDiflRsnunn 

rf 

Robert Kandy IMnrafty 

Your taaque opportunity n> trie part at 
ata-SiamnerSeaaian. bvtepril Study A 
Cacdcrems. 2 weeks to obum a the 
cad of the event a Dipkam in Bmmexs 
Ad m i uiiir a r ha r Aon Robot Kennedy 
Umvtnily Zurich (Accndled SFPUCL 

■ Spoken Ihmka&qgfamia rod 
tandMimtituiiaB af Zurich 

■ Taught by profcnor of arorid wide 
feme 

■ FbU-tae maty uatnia 8 Swiss 
tacnatiaBa] Dipkam 

■ Opento afl i no akuht t un ; 
requkujiau; 

Tbttl emt Ra-aB lStfeysam 
mrft k l ingtfp fami fern, 
axdacncex. wadahop & tudiao 

Gwki Rubat KcnM* IMvuriry 
w4l l 3UUN081Ucte441 1 3083300 


14-16 

Centite and East European 
Finance Directors’ Annual 
Forum 

Ttris anjor event fas been de sign ed to 
provide Bp-level financial officers with 
an in imatrJ tcd opportunity to gam new 
insights into critical finance thanes 
relevant to bn si no te oi the region . Join 
the Forms and hear experts from ABN 
AMRO Bank. AiUmr Andersen, Oracle. 
Philip*, Procter & Gamble, and many 
other*. In association wide ORACLE, 
ABN AMRO Rank. 

To reserve your place, conai 
Andre* Stark, The UutuniB Om&rencei 
1U: (43.1)7(2 41 6140 
Fax: 143.1) 714 67 69 

E-mail: aa dremta rigeh t co m 

Vienna, AUSTRIA 

SB>TEM8ER13-18 
17th Congress of the World 
Energy Council 


HsraatiflMl Real Estate Rosace 
ConfBiBOCB ‘Creating a Hew 
Sysergr Global Partnsnbips 
li Real Estate Runce" 

3tongofed by the Mongao* Bantam 

Aasocmfcn ol America (MBA). Tha 

only kigmontsl aatals Sn anea 
uaderenoa devoted to (noogaga 
finanoa p wdw i ia l u nilg tiomduana 
at naKans. Snateorn covnr reemri 
dmtapmnrit in tha tsiidaiittal and 
comnerdal sectors to emerpteg 
morttete. Topics toduda muMaerei 
acdvtty. je w— w tS porcy pnpactew. 
s a condaiy systems. Hanaadonte low 
incoma houstog, tomtehn technology 
and bade baiters. 

Forturthar kitm t all HI contact 
MBA tateanaeonte Dtvtakm 
■Mi 2020816660 
Fas 2020010738 
EtnaS; tote Ote Q p— C Wte a * n rp 


SbFIkMBER 3 & 4 
FT World Aerospace and Air 
Tran^TOtt Conference 
Distinguished speakers include Ned 
Kinnock. Member of the European 
Commission: Adam Brown. Airbus 
Industrie: Robert Ayiing. British Airways 
p»G Flenc Joadca. IAJA: John Wcstco 
CBE. British Aerospace pic: Gordon 
Bctfaune, Cootioetusl Airimes Ina and 
Ton Swigsn. Virgin Express. 

Coatacc Joanna Edwmds. FT 
Gmfetcores Tel: (+4*/ 171 806 25SS 
Fax: 1*441 17! 8963696 
Email: fe#peanaa-proxon 
www.ftcoaferenceLCOtn 

LONDON 


Focus on energy , technology, sustaining 
world development into next mflknium. 
Td (toO-freo): 888 324 4932 
Td (outside UiA.): 202 33t 0413 
www.wecRSaaigressorg 

Houston, TEXAS - USA 

SEPTEMBER IS & 16 
The 2nd FT World Water 
Conference 

Coefmsed speakers include Mr W J 
Afastando: Thames Wner pic Mr Preben 
Nielswu Asian Development Bank: Mr 
Jan Prim. ABN AMRO Bank NV and Dr 
Leer Awatach. Ovetaeas BecbteL 
Ccncacc Sarah Gibb. FT Conferences 
Id: *44 171 8962639 
Fax: +44 171 8962696 
Email: ftc@peaoon-pnxcom 

LONDON 




COURSES 


JULY 6-8 

FadRty Documentation 
■ Types of Borrower and their legal 
identity • Facility Letters and 
Covenants, Letters of Comfort 

• Lending. Guarantee and Security 
Documcn ration. Registration Proce- 
dures • Fixed and Floating Charges. 
Priorities • Legal Requirements and 
Obligations. Regulatory Environment 

• Common Mistakes and Problems. 
Dealing with Details 

3 DAYS £995 + VAT. 

Contact: Birehin Training & Coastering 
New Address 

1 Lombard St, EC3V 9AA. London 
Tel: 0171 9296633 Fax: 0171 929 6644 
Email: btrdteig’bifirfiaLcran 

Iraerocc hap^/Ww.bitdrirWCCoi 

LONDON 

JULY 6- 15 
Analysis of Financial 
Statements 

3 day training course for anyone 
wishing to understand accounting and 
analytical techniques. Practical case 
studies and real life accounts used 
throughout lo ensure participants can 
use real world information effectively. 
£1200 + VAT 
Contact: More Ring 
Hyperion "framing Lid 
TcL 0171 374 4007 Fax. 0171 3744008 
Email: 



JULY 8 & 9 

Introduction to Securities & 
Investment 

Two day mating coarse providing an 
introduction to financial instruments and 
markets. Aims to demystify confuting 
te r m inology and raise awarenes of rwfcs 
and reward! within the inmnnent 
industry. Optional IAQ exam available. 
£250 + VAT (Inc. stady material) 
Cornice Marc King 

Hyperion Training Lid 
Tel 0171 3744007 Fax. 0l7l 3744008 
Email: Bdnrinfl hy pcrio n -onmingcoJifc 
LONDON 

JULY 13 -15 

Farad income Securities 

• Government Bond Markets 

• Domestic Markets * Eurobonds 

• Issuers, Investors and Intermediaries 
■ Primary and Secondary Markets 

• Bond Trading Strategies • Hedging 
mi Bond Derivatives 

3 DAYS £975 + VAT. 

Contact: Birch in Training A Consulting 
New Address: 

1 Lombard St, EC3V 9AA, Loudon 
Teh 0171 929 6633 Fas: 0171 92966*4 
Email: birchin@biidi8Lcoa 
fatnnet: hqj^/wwwdiidihLOom 

LONDON 


JULY 13 -17 

Knowledge Management Series 
One day on each: Practical Knowledge 
Management (Introduction); Interactive 
Workshop: Virtual Teams and Networks 
plus two day seminar with keynote by 
Tom Stewart, or Fortune Magazine; 
Presentations by Worid Rank: CtBic Cky 
University Business School: ImechE: 
Royal Mail: Knowledge Associates: 
Conduit Communications: Autonomy; 
IN BEAD; Coopers A Lybrand: Open 
UnhersiiytTFPL 
UNICOM. 

1 01893 256 484 f: 01893 813 095 
info@rflBCOQWO.uk 

LONDON 

JULY 24 

BPPTtoWng&CottsuUancy 
The Impact of EMU on the 
Financial Markets 
Meal for those involved at every levd in 
the financial motets wishing to raise 
their awareness of the isiuei 
surrounding EMU. Vkukabrm format: 
- The interim period ■ An economic 
synopsis ■ Overview or European 
partners ■ The impact an Ibe different 
markets • The back office challenge 
• Monetary policy • Pricing A tax 
ccnvwEsncy - Legal A regnteory fanes 
CooaccMzyea Thomas 
Teh 0171 628 8444 Fax: 0171 6287818 
BtailnteagfBtepHaani 

CENTRAL LONDON 


JULY 27-29 

BPP Training & Consultancy 
Fbtancing International Trade 
Provides fimdamenlal knowledge A 
skills particular to aneroational trade 
procedures. Looks at different 
traitactions A the docimw-ntation. rides 
ft nndenaldnga of the parties involved. 
Suitable for brnfeers in an opera rio uri or 
account tnasagetnem role plus 
o orporatea: « lu a mtalknut l doc wu a i tation 
■ Tfenni ft current practice - Single 
product transactions - l/c’s etc 
- Iropon/expcr kuna ■ SncBnd deals 
• Countertrade, credit insurance A 
guarantees • Padfity nroanring. 

GoatKC Mayan Thomas 
Tel: 0171 628 8444 Fax: 0171 628 7818 
Etaai: bppBnnng@compa(enterom 
CENTRAL LONDON 


Conferences 


Courses 


| Maui, Hawaii, USA | 

OCTOBER 14 ft 15 
The 10th Annual FT Worid 
Mobile Communications 
Conference 

This annual FT conference has once 
again attracted an international audience 
of senkn executives from the mobile 
industry. Speakers include: Mr Hans 
Snook. Orange ptc; Mr Tun Samples. 
One 2 One: Mr Gerhard Schmid, 
MobOeCOmAG. 

Enquiries: Sian Faneomt 

■fth 0171 8962626 Fax: 0171 896 2696 

c^nail: tiant gp earaop-pnxcom 

LONDON 


JULY 29 -31 

BPP Training A Consultancy 
Understanding Equities 
Gives an overview of equities ft die 
equity markets. Salable for entry level 
stiff ft as a refresher or for ooiupiiuira 
providing services to the equity 
markets: • Different equities A their 
uses • Structure of equity markets 

* Baric valuation tedariquec • Trading 
ft settlement systems • Developed ft 
e mejgn tg equity maritca ■ The ftnure. 
Comace MsyanUnmas 

Tel: 0171 628 8444 Fax: 0171 628 7818 
EtnteTbpptt tiniu g gco iB p utetvejom 
CENTRAL LONDON 

AUGUST 12-14 
Effective Neg otiati ng Skills 

* The Negotiating Range - Power Bases 

* Trading Concessions • Principles (wfo- 
wm; of Neg nia ion • Commonkatiog to 
Influence • The Phases and Stages 
iproceasj of Negotiation • Telephone 
Nego ti ati n g. Tarn N^otiation. 

3 Days £945 + VAT 

Ccnocr Bhdtin Tiahting ft Consobfag 
NcwAddrew. 

1 Lombard St, EC3V 9 AArLoodon 
m: 01 71 939 6633 Be e 0171 9296644 
Etnafl: bii c hiug l MUn zcam 

foffffwn trTTpy/mww hirrfrfn rrvrt 

LONDON 


OCTOBER 20 ft 21 
The 2nd Utafty Congress 
- The OonpeWlon Audit 
A two day conference and exhibition 
organised by Utility Week magazine 
wfll address key issue* being the utility 
inttoany. Speakers I ncl ud e - Ml Nolan, 
British Gas Thuding; Keith Orcbtson. 
Elettridlj Supply Association of 
AntruGu: Jotm Easton, Edison; Chris 
Melloc. Anglian Was-, fofan Roberts. 
Qactrfcity Aasociafino, Mike Benria, 
London Eketrid^y 
Tel: +44 181 6523818 
Fax: +44 181 652 3482 
E-mail: angdaJones^tbLcoxik 

BRIGHTON 

OCTOBER 28 

The 3rd Annual FT IHamonds 
Confraence 

Confirmed speakers axdude Mr Jamca R 
Roth weft, BHP Diamoads Inc; Mr Ryo 
Yama g aJti . Gems fowi i ati o na l Gniirf; 
Mr Frsopjia CbtieL Qvtetie’s Europe Mr 
Made r*ivM. I^amood btessational and 
a wnior reptaataanvc from DeBcas. 
Ccirtact: Sarah Gibb, FT Conference* 
Teh 444 171 896 2639 
Fax: +44 171 896 2696 
Email: ftc^ppuraon piacnn 

ANTWERP 

t myi il R PI taw 

The 17th FT Worid Pulp and 

Paper Conference 

Once again the conference will provide 
you with unique oppot c ut lira 1 * to gate 
insight into the worid pulp and paper 
indmmy and to network with pote ntia l 
partner* and diems m a powerful fonsn. 
Enquiries: Lucinda Roberts, FT 
Conferences H± 444 171 8962(20 
Fix: +44 171 896 26802667 
Email: luanda^peareahpracom 
Web: wwwJtoonfereoceaoom 

LONDON 


AUGUST 17-21 
Introduction to Corporate 
Crecfit Analysis 

* Types of Borrowers and their needs 
- Tedmjquea of Crtxfe Analysis > Profit 
and Lots account and Balance Sheets 

• Spreading. Ratios. Key Indicator* 
■ Cashflow, Forecasts, Sensitivity 
Analysis • Business pfana. Defat Service 

Capacity, Covenants ■ Analysis of Risks 
5 Days £1145 * VAT 
Contact: Budrin Ihn^ft Consattmg 
New Address: 

1 Lombard St EC3V 9 AA, London 
Ttb 0171 929 6633 Fax: 0171 9296644 
Email: bfcc hin gbarihfaLccn 
hderoet bOp~7/www.birehnixnni 

LONDON 

OCTOBER 12-14 
Power Ink’s bitonattereti 
Private Gmeration. Workshop 

In association with Moo MacDonald. 
Three -day intensive coone providing 
pmtiapam with a debited tmdasandaig 
Of the content and Structure of (he 
agreements that a afci Ba sO iTrrriTfiil 
powg ge a e riaton tdriiir i 
Spotacn Dreadner KJotnwori Bnosoo 
Thk 44(0(1273 202920 

BRIGHTON 


Conferences 
& Courses 


To advertise conferences, exhibitions, 
trade fairs, conference venues and 
training courses to approx 1.2 million 
readers worldwide. 

Contact Jade Sanderson on 
tel +44 171 873 3507 
fax +44 171 873 3765 


Financial Times 


LANGUAGE COURSES 


To advertise in 

Language 

Courses 

Rease contact Jade Sanderson 
on +44 (O) 171 873 3507 

FAST. EFFECTIVE. AFFORDABLE 

Would speaking your 
Customer's language 
have made the 
difference ? 


h^UiK. 18 ? mee8n8 owMseas go as weB as you had 
^S- T . Dw *** tow «*t to a competftc 
vwio dld^eak the language of the customer? 
Don't let it happen Again - 

^ B ^ tLrr f L f ° 1 ' »* -Doing Buw**. In' 
FrBncW G«Ti»n«panteh NOW on 

0171 -915 0909 
0191 - 643 4334 
0161 - 328 3607 
0131 - 326 7198 


Helping the Worid Communic ate . 


To advertise contact Jade Sanderson on +44 171 873 3507 or Fax +44 171 873 3765 
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Corporate Governance and Agility 

in the Next Century 

— Taizo Nishimuro, the President of 
Toshiba, Shares His Vision — 


Any enterprise that wants to 
maintain international competi- 
tiveness in an increasingly bor- 
derless business environment 
must have a thorough knowledge 
and understanding of market 
trends, a clear vision and, above 
all, agility. 

Toshiba is resolved to 
remain a leading electronics com- 
pany in the 21st century, a deter- 
mination reflected in the 
wide-ranging corporate reforms 
we are implementing under the 
slogan ‘agile management’. These 
include renewing our manage- 
ment structure and selecting the 
businesses on which to concen- 
trate resources. 


Strengthened Corpo- 
rate Governance, a 
Slimmer Board, and 
a New System of 
Executive Officers 

The first step in our management 
reform is to strengthen corporate 
governance, so we can create a 
truly global enterprise and bring 
greater agility to our decision 
making. Under a major reform of 
our board of directors, which 
came into force on June 26, we 
have separated top-management 
decision making and supervisory 
functions from operational man- 
agement functions. 

Top-management decisions 
are now made by a streamlined 
board of directors, slimmed 
down to 12 from its former size 
of 33. While respecting and 
advancing shareholder and cor- 
porate interests, this smaller 
board is expected to bring 
greater swiftness to decision 
making. It will also draw more on 
the expertise of outside direc- 
tors in the future. 

In the same reorganization, 
we have also introduced a new 
system of executive officers that 
is expected to promote manage- 
ment agility and responsiveness. 
These senior executives are 
responsible for overseeing busi- 
ness units that have been given 
much greater autonomy and free- 
dom of action. 


Restructuring, 
Decentralization and 
the Formation of 
Separate Companies 

These recent changes are the 
first steps to deeper structural 
changes. From now, we will pro- 
mote a progressive decentraliza- 
tion, initially by positioning 
business units as “in-house com- 
panies”, and with a view to trans- 
forming some key business units 
into fully-fledged, individual com- 
panies. 

We also continue to promote 
international alliances, where the 
benefits that come from sharing 
resources can be seen in reduced 
costs, enhanced competitiveness 
and other pluses. In the power 
generation business, for example, 
we recently concluded a new 
agreement with General Electric 
Company of the U.S. that extends 
the scope of our long-standing 
alliance by promoting close coop- 
eration in the next generation of 
highly-efficient combined cycle 
generators, and other areas. 

In undertaking these man- 
agement initiatives, Toshiba is 
renewing its commitment to pro- 
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Taizo Nishimuro 
President and Chief Executive Officer 


moting further innovation in the 
key technologies, components 
and products for the multimedia 
and digital markets .of the 21st 
century. We will utilize our high- 
tech resources to the full in R&D 
and manufacturing, and strength- 
en our capabilities in services 
and marketing, to assure we meet 
the diverse needs of our cus- 
tomers. 


The year 2000 will mark 
Toshiba’s 125th anniversary. As 
we move towards this land- 
mark, amd as we have through- 
out our longhistory, all of us in 
Toshiba will continue to strive 
to meet the expectations of our 
shareholders and our cus- 
tomers around the world, and 
seek to contribute to a better 
future for all. 


Turning Environmental Problems into Opportunities 


Environmental preservation is one of the most 
important of Toshiba's management policies. 
The company is committed to finding solu- 
tions to environmental problems through the 
development and promotion of advanced envi- 
ronmental protection technologies, products 
and systems. Toshiba also assures that its 
products and systems are themselves envi- 
ronmentally friendly by maximizing use of 
recyclable materials, using low power con- 
sumption technologies, and eliminating envi- 
ronmentally hazardous materials from 
production processes. Environmental policy 
for Toshiba Group as a whole is overseen by 
the Global Environmental Committee, and 
cross-divisional synergies in business opera- 
tions are promoted by the Environmental Man- 
agement Business Group, a headquarters 
organization established in 1997. 



The “Libretto " mini-notebook PC has been engineered 
for minimal environmental impact. 


Reducing Waste and Saving 
Resources 

Chloride plastics, including widely-used PVC, 
are a particularly troublesome and potentially 
dangerous form of waste. They are not 
biodegradable in land-fills, and if they are sub- 
jected to standard heat treatments they 
release noxious gas. Toshiba's petrolizers 
dechlorinate and thermally decompose such 
plastics into fuel oil, achieving a remarkably 
effective answer to this problem. 

An electricity generator that does not 
pollute the environment and that runs effi- 
ciently on a mixture of methane gas from 
sewage treatment plants may sound too good 
to be true. But Toshiba's award-winning fuel 
cell has a generating capacity of 200kW. Its by- 
products are water and heat — and they can be 
further used. It can also run on a wide range of 
fuels, including natural gas and LPG. 

Toshiba markets waste processing and 
recycling plants that cut dioxin emissions, pro- 
viding an environmentally-friendly and effi- 
cient means of treating a wide range of waste 
and recovering resources for recycling. 


Engineering for Minimal 
Environmental Impact 

Toshiba regards the acquisition of environ- 
mental certification as a prerequisite for a 


place among the world’s most environ- 
mentally friendly companies. All five of 
Toshiba's European production facilities meet 
stringent standards for environmental 
certification, either ISO 14001 or EMAS. 
Toshiba's notebook computers have the 
leading share of the European market. A 
wide range of measures are used to ensure 
these popular products also impose the 
smallest possible environmental loads. 
Among them are magnesium alloy base 
plates that generate no harmful substances, 
even when melted down for recycling, 
and increased energy efficiency, despite 
constant increases in processing power. In 
this and other aspects of its business, 
the essence of Toshiba’s environment- 
related activities lies in finding practical solu- 
tions for current problems. 



Toshiba's award-winning 200kw fuel cell: a comoact 
non-polluting source of electrical energy. ’ 


In Touch with Tomorrow 

TOSHIBA 
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IF THERE’S LIFE, THERE’S MAIll THERE’S 


If you have the feeling that the world is getting smaller; and the furthest comers of our planet seem to be getting closer; it's probably because our universe# a„ 

V; i 
• s: 

has expanded. The universe we are referring to is that of PTT Post (Dutch Mail), and rt expanded almost two years ago when PTT Post acquired TNT arid** , 

i ■ »■. 

:j 

was transformed into TNT Post Group. This was a landmark event which created TNT Post Group, the first organisation in the world to place Mail, Express £ ^k 

. . i ‘ v: •' 

. . . _ .i 

and Logistic services under one global roof and, in the process, brought all our customers within easier, faster and more affordable reach of each other*?*!,. 
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WORLD CUP 
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CHRISTIAN VIERI THE ROUGH-HEWN ITALIAN STRIKER WITH A LETHAL FINISH 


Cool, calm and collecting goals 


FRANCE T 
PARAGUAY 0 , 


Peter Aspden on the player who has 
ignored the hype and got on with the job 


There is the shadow of an 
old Italian World Cup goal- 
scoring hero behind the 
emergence of the nation's 
latest marksman. 

When 15-year-old Christian 
Vieri, who was brought up 
in Australia, visited his 
grandfather in the Tuscan 
town of Prato one summer, 
he played some games for 
the local minor club side of 
Santa Lucia. It was obvious 
that the tall, strapping cen- 
tre forward could scare 
goals; perhaps not in the 
subtle manner of the club's 
celebrity old boy, Paolo 
Rossi, but with a fervour and 
consistency that marked him 

out as a natural, ' 

Vieri did not want the 
summer to end that year. He 
cried when he had to return 
to Australia, and bombarded 
his grandfather with phone 
wills fr A gg in g him tO bring 
him back to Tuscany. Enzo 
Vieri finally capitulated and 
sought the help of Santa 
Lucia and Rossi himself. 

It did not take much to 
capture the imagination of 
the player whose goals won 
the 1962 World Cup for Italy, 
and who recognised the hun- 
ger of a kindred spirit. His 
Intervention sealed matters. 

The club sent an airline 
ticket to the young Vieri. 
That was all he needed. 
After 46 goals for the Santa 
Lucia youth team he trans- 
ferred to Prato. The proud 
Enzo was moved to offer his 
grandson an incentive of 
L5.000 ($2.70) a goal; seven 
goals in Vieri's first two 
games for his new club 
changed hie mind. “I was 
going to get into debt,” Enzo 
says. 

Vieri has not stopped scor- 
ing since. He is dragging an 


unappealing Italian side 
through this World Cup vir- 
tually single-handed, rather 
like Roberto Baggio did four 
years ago. And for those who 
believe in the force of des- 
tiny, his 25th birthday foils 
on July 12, the day of the 
World Cup final. He is the 
tournament’s current top 
scorer with five goals, hav- 
ing found the target in each 
of his four games. 

His goals show his versa- 
tility - two with his right 
foot, two wtth his left, one 
with his head - and impres- 
sive composure for one who 
made his international dehut 
only last year. He started the 
tournament as a sideshow to 
the main debate of the day: 
should Italy play Baggio in 
the creative pLaymaker role, 
or his natural successor 
Alessandro Del Piero, or 
both? Vieri's finishes have 
made a nonsense of the 
agonising: He has prospered, 
while the out-of-form Del 
Piero has struggled to find 
tbe target, missing three 
chances in his side's 14) win 
over Norway on Saturday, 
and the out-of-breath Baggio 
has shown only glimpses of 
his outstanding tal en t. 

Vieri says he has greatly 
enjoyed the media frenzy 
over Del Piero/Baggio, allow- 
ing him to assume the low 
profile he prefers. At his 
dub, Atletico Madrid, he is 
known as El Mudo (the 
mute) - such is his willing- 
ness to speak to Journalists. 
But then he can hardly 
avoid the limelight: top 
scorer in his first season in 
Spain, and now leading the 
Golden Boot contest at 
France 98. 

He hates answering ques- 
tions about tbe World Cup 



Blanc 

strikes 

gold for 
France 


By David Owes 


In tuO flight; Christian VM 


scorers' table. “I think 
[Gabriel] Batistuta will win 
It," be says curtly, and then 
goes out and does everything 
to wreck his prediction. 

It was a big surprise when 
Vieri was transferred to 
Atletico for 216m last sum- 
mer after enjoying a marvel- 
lous first season for Juven- 
tus, winning the league. Tbe 
Turin side loves to receive 
more money than it spends 
and its owner Giovanni 
Agnelli famously cherishes 
his delicate, touch players - 
Michel Platini, Zinedine 
Zidane, Baggio, Del Piero - 
at the expense of more arti- 
san talents. But Vieri's form 
continues to give Juventus 
cause for regret. 

Now the top Italian sides 
are fighting lor his services 
for next season, his price spi- 


goal number ftva for the tournament, against Norway 


railing with every goal. It is 
unlikely that Vieri will be 
disturbed by the transfer 
speculation. As well as his 
natural qualities of strength, 
mobility, and not inconsider- 
able pace for bis size, he is 
blessed with a phlegmatic 
temperament that is not nor- 
mally associated with Italian 
forwards. This endangered 
species traditionally carries 
the footballing hopes of a 
demanding nation, and more 
than one has buckled under 
the pressure. Del Piero's 
edgy, nervous performances 
In this tournament are a 
case in point 
But Vieri is used to high 
expectations. His father Bob, 
a former footballer with Tor- 
ino, grudgingly considered 
his performance against Nor- 
way to be ‘‘quite good". And 


then there is grandfather 
Enzo, who said before the 
tournament that if Christian 
did not return home with six 
or seven goals he would 
"knock his head off”. 

Happily, Vieri is only one 
goal away Cram decapitation. 
Perhaps the most revealing 
evidence of his mental state 
was that eccentric goal cele- 
bration on Saturday, when 
he charged towards the 
touchhne and suddenly sat 
cross-legged with a look of 
man trie calm on his 
rough-hewn features. "What 
do you do now?” asked Del 
Piero as he joined him on 
tbe ground. 

The shadow of Paolo 
Rossi, top scorer and World 
Cup winner from another 
age, could once more be seen 
flitting in the background. 


MEXICO FAME ON THE FIELD AT LAST 


Raised Tritanic ready 
for German collision 


David Owen and Henry Tricks on the 

new will to win among Lapuente's men 


Mexico’s Manuel Lapuente is 
the only coach at France 98 
who can claim to have raised 
the “Tritanic”. 

Before the competition. 
this was the nickname the 
national *«>*■** — traditionally 
known as "El TrT because 
of the three colours of their 
green, white and red strip - 
had earned after their abys- 
mal performance in pre-Cup 
fri endlies . 

But after the side's battl- 
ing displays in the tourna- 
ment's opening round, pun- 
dits who previously thought 
they were heading for disas- 
ter are now glorifying 
Lapuente and his men as tbe 
first Mexican team to reach 
the second phase of a World 
Cup in Europe. 

"If each Mexican could 
fight like these 22 lads, iT our 
leaders had the resistance, 
the determination and the 
serenity of Manuel 
Lapuente. Mexico would 
rediscover Mexico and we 
could win or lose but we 
would never be bowed, 
timid, weak-willed and ser- 
vile," wrote German Detaesa, 
one of the country's leading 
social commentators. He was 
speaking after the side had 
come from behind for the 
third time in three matches 


to draw 2-2 with Holland. 

The team's new-found 
never-say-die attitude has 
gone down well in a country 
whose national trait is to fell 
into a state of brooding disil- 
lusionment in adversity. The 
positive attitude will be 
needed again today if tbe 
team are to stand any 
chance of springing an upset 
by knocking out Germany at 
Montpellier. 

Mexico already has a place 
in World Cup folklore. In 
1970, it hosted what was the 
best World Cup final of all 
time tbe 4-1 demolition of 
Italy by Pele’s Brazil. Six- 
teen years later, it was tbe 
backdrop for another famous 
match when the “hand of 
God" (aka Diego Maradona 
of Argentina) ended 
England's chances. 

But fame has not come so 
easily to Mexico's teams. In 
10 World Cup final tourna- 
ments (more than France; 
one Fewer than Argentina), 
the ride has proved a banker 
to reach the quarter-finals 
when the competition is on 
home soil. And that’s about 
it 

After nine consecutive 
World Cup defeats over 28 
years, Mexico finally man- 
aged their first draw in 1958 


against Wales. Since then, 
they have usually achieved a 
modicum of respectability, 
but nothing more. They 
seemed feted to be colourful. 
Individualistic aiSo-rans. ' * 
During tbe past 30 years, 
the clearest World Cup mem- 
ories of Mexico are not of 
goals, but eccentricities such 
as Jorge Campos's outra- 
geous goalkeeping jerseys 
and 1970s star Leonardo 
Cuellar's even more outra- 
geous hair-style, which made 
Carlos Valderrama look 
runof-the-milL 
Logically, such a country 
should have no chance 
against a side with the awe- 
some World Cup pedigree of 
the Germans. In 1978 in 
Argentina when the two 
teams met. the outcome was 
as emphatic as it was embar- 
rassing: 6-0 to Germany. 
Eight years later, at home in 
Monterrey, the Mexicans, 
under "Bora" Milutinavic. 
the current Nigeria coach, 
managed a goalless draw 
only to be slaughtered in the 
penalty shoot-out. 

Recent history is even 
more discouraging. A month 
ago "El Tri” lost 4-1 to Ger- 
man club Wolfsburg. As one 
Welsh wag observed some 
years ago after his rugby 
side lost to Western Samoa: 
“T hank God It WSSUt all Of 
Samoa”. Today Mexico meet 



Toned down Campos has discarded Ms outrageous jerseys Emplcs 


off of Germany. 

And yet, Lapuente’s men, 
buoyed by the goalscoring 
touch of "El Matador” Luis 
Hernandez, have shown time 
and again that they should 
not be counted out. 

A team without stars - 
Carlos Heraosillo. the 
national league's all-time 
leading scorer, was not 
picked for the France 98 
squad - they have made an 
absolute virtue of the team 
ethos. “Player number one 
has the same value as player 
number 22," says an official 
at the team’s base at Fonten- 
ailles, near Paris. "Every- 
body is equaL" Even Campos 
has toned down his jerseys. 

Lapuente has also tried to 
keep his players focused by 
limiting their exposure to 


distractions such as journal- 
ists and the charms of the 
French capitaL The free day 
after the Holland match was 
designed not to allow players 
to visit Paris, but for them to 
receive their families at the 
team's hotel, the official 
explains. "Like never before 
at World Cups, there has 
been a total concentration.’’ 

For all this, it would be 
tbe shock of the tou rnamen t 
if the immensely experi- 
enced German side lose. 

Mexico will miss the 
strength and poise of 
suspended irndfinirif x Ramon 
Ramirez. But the central 
American team's new-found 
strength of character means 
they will at least match Ger- 
many's determination until 
the final whistle is blown. 


Central defender Laurent 
fflgp ff cum* to the rescue of 
France in Lens yesterday, 
firing in the first ever World 
Cop "golden goal” to see off 
a well-drilled and obdurate 
Paraguayan challenge. 

The goal, in tbe 113th min- 
ute of a tense and disjointed 
match, came just as it 
seemed Josd Luis Cbilavert 
and his men would hold out 
fin: a penalty shoot-out - tbe 

last t hfo g France would 
have wanted given the extro- 
vert Paraguayan goalkeep- 
er’s reputation for brilliance. 

But this was a desperately 
nerve-racking victory for the 
host nation, who badly 
missed the inspirational 
skills of Zinedine Zidane, 
their suspended playmaker. 
Italy, past masters of World 
Cup match play, who now 
await France in tbe quarter- 
finals, will not have been 
unduly alarmed by what 
they saw, although Zidane 
will be back. 

The home side, one of only 
two teams to secure maxt 
Ttinm points in the first- 
round groups, bad been 
greeted by an almighty roar 
in the small but atmospheric 
stadium in northern France. 
But the crowd had to wait 
until the 14th minute for the- 
flrst piece of French attack- 
ing finesse, a lovely inside 
ball from Youri Djorkaeff to 
Bernard DiomAde, who sent 
in a bouncing shot that Chi- 
la vert paddled around the 
post Two minutes later, 
Djorkaeff, playing in 
Zidane’s free role, himself 
shot wide from a good posi- 
tion after being found in 
space by Tteimamnri Petit 

In spite of these early 
Sashes, there was a sluggish- 
ness about the French. that 
was not evident in earlier 
matches and they never suc- 
ceeded in imposing them- 
selves throughout a patchy 
first half. Yet they should 
have ended the first half 

ahead, Thierry Henry having 
a dear run in on ChfLavert 
in the 36th minute but shoot- 
ing against a post 
I'-"- Paraguay r -for' -whom 
Roberto Acuna was an 
impressive midfield pivot, 
had some dangerous, 
moments of their own, - but 
the few chances they created 
were squandered by Jos6 
Cardozo. Mainly they con- 
centrated on dense and well- 
organised defence, as Chilav- 
ert urged his men on with 
characteristic vigour. 

Though the second half 
and 23 minutes of extra time 
was nearly all France, the 
home team's attackers found 
it more and more difficult to 
carve out dear opportuni- 
ties. Many of their best 
chani-pB stemmed from for- 
ays by left-back Bixente 
Lozarazu. who had attacked 
little in the first period, pre- 
occupied by the need to keep 
tabs on the speedy Miguel 
Benitez. 

In the end, it was little 
surprise that the decisive 
touch should be applied by a 
defender, Blanc, fed by a 
knockdown from the hard- 
working’ but mostly clumsy 
David Trezeguet. It is far 
from tbe first goal he has 
scored for the national team. 
But none of them has been 
more important 






WEEKEND fflWND-UP 




Italy labour to victory 
brazil turn on the stylef* 





Italy and Brazil on 
became the first teams t -rtjv 
qualify for the WorW Cujfe-V ; 
quarter-farris, but thstte^i^ • 
heavyweights achieveef 

victories in conoasflhg 
The Italians earned a 
win over Norway m a terg|^ : 

dour match in Makefiles, 
whereas Brazil trounced Cj fljfr 
with a majestic display Kfe 
The defending champion* 
moved up a couple ofgeat t^™ 
brush aside a brave but 1’- 

over-elaborate Ch3aan teen. ’ • 

Two goals each by Cesar Sampato and Ronaldo (left) araatt ~ 
memories of the defeat by tarway and took foo theft's ortyntef r.” : 
superpower Into the quarterfinals. There they wHl meet the;.; • 
winner of tad night's Nigeriw Denmark dash, ' - % 

Breathtaking as some of Eazfl's attacking play was, pwhqtej 
the most tWBng feature of th match was the team's new-tori^ Z . 
stomach fortackfing. A firedip Chile started well, but the • *, 
outcome of the match was oar from the momentBrazil 
with one erf tfoir fori attacks i the 11th minute - a header 
Cesar Sampato from Dunga’surfng free kick. The 
added a second 15 minutes Iter, shooting from the edge of ' .. ; 
the area after the bafl broke tthim from another free kick. 1 
Ronaldo adcfeditfte third with .penalty just before the intend. 

The Infer- Mflai striker could av© ended with four goals after 
crashing effortskgainst both pst and bar. He had to be 
content with fwtj, but the secorf was a beauty, sending *;• 
Chilean goalkeeper Nelson Tap. the wrong way with a precite 
shot after he wto put through bDenifson to finish off a 
glorious passing Movement invofng live Brazilian players. The 
timing of this goal, a minute afteMarcfrio Sates had had the'., 
temerity to puH crie back, as mut as the manner of Its 
execution, win have sent a shiveriown the spines of Brazil's ™ 
potential future opponents. - 
The afternoon game In MarsefiU was settled by Christian 
Vieri's fifth goal of France 98. In awtft piece of 
counter-attacking, the muscular steer was put through by - 
Luigi Oi Biagio's lone, ball and Vfer. pace took him past a 
typically square Norwegian defencto score. Fears that Italy 
would close down the game to proct their slender lead • 
proved weft-grounded os they toofcrm control in midfrefd. ■ . 
putting the onus on pc&esslon beta the creation of chances 
as their main priority. 

Norway nevergave udthe fight It their game lacked 
imagination and variety. The closeshey came was hear the 
end when Tore Arxfra Fid hit a firm jwnwa/d header from six 
yards, but Gtanluca'Paglitca got den well to save. Italy’s ' 
comfortable victory mean* they now-wet France at 
Saint-Denis on Friday. Pajick Hanreon and David Oman 
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TODAY’S GAMES 


Thrills likely from tllible four 

Today’s two second-round matches obi prove among the - 
most thrilling so far. Because ttfe four fes on show are all 

dstihetty fallible, both matches tould gather way. 

Mexico, who face Germany inMontpfer, are the comeback* 1 
kids of this competition. In their fret gat, they beat South 
Korea 3-1 after being 1-0 down, aid thtagainst both Belgium' 
and Holland they made good 2-0 oeficitso draw, as then 1 fans 
chanted the new national slogan, “Si SB nde* - "Yes, it can . . 
be^doneVl^Hemendezrscorer'-oAhre^tis so fax. and 7 
Jesus Arellano, coming off the bench, ha\stood out 
By contrast, Ruud Gullit, the former Dut star, has said he i 
cannot remember a worse German side. Groan fans have— • 
gone into a kind of collective shock over ttteam’K sterility and 
old age. The country, it seems, stopped prtjdng great 
footballers about 10 years ago. Depresring^Dthar Matthaus, 
now 37, has been the best player. Yet one 8 suspects that 
they wffl squeeze through today. Their two bfenvards, JOrgari! 
Klinsmann and Oliver Bierhoff, should have ft against the ft 
Mexican keeper Jorge Campos, assuming thtteam- mates « 
provide the odd cross. And playing barfly has<dom 
Germany from winning before. 

Holland and Yugoslavia, who meet in Toulou. have both 
played some of the best football of the competjn, and some 
of the worst. With Dennis Bargkamp and the Deoer twins 
facing Predrag Mljatovic and Dragan Stajkovic, fc should be a 
sophisticated game. But since either team could jffer a mental 

breakdown, it Is hard to predict Jie winner. At a nch Holland. 

Simon Kuper 

GERMANY V MEXICO, 16.30*, MONTPELUE 
HOLLAND V YUGOSLAVIA, 21.00, TOULOUS 

"Local kick-off times (GMT + '2 hours). One hour ease in UK. 

NUMBERS SO FAR 


■feta * 
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Goals total tab 

Bookings igjj 

Leading goalscorer 


Sendings off - • ,. is 

Penalties _i3 

• Christian Vit (Italy) 1 





For latest World Cup news 

www.fT.com/worldajaOS 
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OJUitl EU£. Elis * * luAmiirif ill HlcUn«u, tUi f,.Un, ivfp,-nlM 


J Perfecting tke tine art ot 
teclinological jugglirg. ^ 

1. |»t 3 y— r., IDS assisted *hm Colt* Fr.. fai . , 

9w “** a# * i !■ growing 

•k* World Cop 91 lofrastroctero Iron nro to «b* s | ie #f 

Cooriintme &. activities ol over 12,000 World Cop 98 l(,e single Li^t sporb event even 

volunteers, employees, and tLousanJs of officials If you want your infrastruche to Lee u wilt ' 

anJ players. All kanjlej sn.ooltly ty 2,000 yonr needs, yet remai n nim f as . ! 

workstations and 65 servers across France. It’s 44 -181-754-48 ^ "> O • • 

^ r v,s *t u at www.eds.com. 

part of the technological network designed and Enjoy tke official World Cup T 
Luilt under tke ieaderskip of EDS to make weksite at www.france9S.com 

► A -tore productive way of working 
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INSIDE Q TRACK 


PROFILE BENJAMIN STEINBRUCH 


Brazil’s iron king 


Geoff Dyer on how a Brazilian entrepreneur has 
become one of the most important businessmen 
in Latin America in just four years 
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K Is just over a year since 
P Benjamin Steinbruch was 
crowned. the new king of 
Brazilian industry. Hie 44-year- 
old entrepreneur had just put 
together the consortium that 
#pugftt a controlling stake in 
Companhia Vale do Rio Doce 
(CVRD), the world's biggest iron 
ore company. In what was Latin 
America's largest privatisation. 

In a dramatic auction at the 
Rio de Janeiro stock exchange, 
he snatched the company from 
the dutches of the strong favour- 
ite. a consortium led by Antonio 
Ennirio de Moraes of the Vofco- 
rautrtn group, the grand old mam 
of B razilian capitalism. 

It was the most audacious in a 
series of acquisitions of compa- 
nies being privatised, that have 
catapulted Mr Steinbruch from 
being the unknown heir of a fam- 
ily textiles group to one of the 
most important businessmen In 
Latin America in the space of 
just four years. 

With the first anniversary last 
month of the privatisation of 
<JVRD, Mr Steinbruch has been 
i&cerving a more mixed press. He 
has gained plaudits for the extra 
profits he has squeezed out of 
what was Brazil's most rfficient 
state-owned company. However, 


Bam Kind us, the retail to 
sen him its 5 per dent stake 
he became chairman. 

In 1996 he talked the CSN 
board into taking a 7.25 per r*” it 
stake in Light, the Rio de Janeiro 
electricity distributor, with Mr 
Steinbruch collecting the chair- 
manship. His formidable powers 
of quiet persuasion were at work 
again last year when he pulled 
together an unlikely group of 
investors, including NationsBank 
of the US, to buy the 
stake in CVRD for R$S.34bn 
(J£9bq). 

The deal gave Mr Steinbruch 
control of a company that is the 
cornerstone of the Brazilian econ- 
omy. His amhitions did not stop 
there. .This year, through 
Vicunha, he has been in the win- 
ning consortium for two of the 
nine new cellular phone licences 
the government has sold. 

The basic strategy has been 
that no matter how well run a 
company was in state hands, 
competent private sector manag- 
ers will be able to generate far 
higher returns, especially if they 
pay close attention to costs. 

This approach worked well at 
CSN, which was disorganised and 
making huge losses when it was 
privatised. Last year it turned in 


top of iron ore. has large alumin- 
ium. paper and pulp and gold 
businesses, together with hefty 
stakes in four steel companies, 
including CSN. Given CVRD's 
size, the decisions Mr Steinbruch 
makes about the group's fixture 
will have a substantial impact on 
a number of Brazil’s most impor- 
tant industries. 

Mr Steinbruch will ultimately 
be judged on his success in bing- 
ing coherence to these varied 
activities. However, he is only 
now beginning to articulate his 
strategy for what be plans to do 
with all these businesses. His 
goal, he says, is to turn the group 
into Brazil’s first multinational. 


The close links 
between his various 
activities prompts 
one of the harshest 
criticisms of Mr 
Steinbruch - the 
perception of 
conflicts of interest 


uncertainties surround the / pre-tax profits of R?195m, up 
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group's future strategy. The slow- 
ness to devise an effective battle 
plan for CVRD has raised the 
question of what type of busi- 
nessman Mr Steinbruch will turn 
out to be. Is he, as some believe, 
the leader of a younger genera- 
tion of Brazilian managers at the 
forefront of modernising the 
economy? Or will he follow the 
more traditional route of Brazil- 
ian industrialists of accumulat- 
ing power and collecting assets at 
the expense of returns for share- 
holders or accountability? 
^Affable and unassuming in 
manner, Mr Steinbruch go t .the 
chance to show his mettle when 
Brazil began to dismantle the 
state sector of the economy at the 
beginning of the decade In 1993 
he persuaded Vicunha, the ffuntiy 
business, to take a 9.3 per cent 
Stake in CSN. Brazil's largest 
steel company. He later got 


from R$l39m the year before, and 
is investing more aggressively 
than any steel company in the 
continent 

Mr Steinbruch has performed 
the samp trick on CVRD's bottom 
line over the past year. Costs 
were reduced by 30 per cent, in 
part through 4«500 redundancies, 
allowing the company to make 
record profits in 1997. A further 
30 per cent Is to be shaved off 
costs this year by what he calls 
"more intelligent management". 

Mr Steinbruch talks constantly 
about "adding value" and the 
“creative use" of assets and capi- 
tal - modem management terms 
that do not dominate the conver- 
sation of many of the heeds of 
Brazil's larger corporations. 

Nevertheless, CVRD demands 
more than just hard-headed man- 
agement. The group is an unfo- 
cused conglomerate which, on 


“CVRD is one of the few Brazil- 
ian companies which has the con- 
ditions to achieve this." he says. 

To this end the group is negoti- 
ating a number of partnerships 
with international mining compa- 
nies. CVRD will give up conces- 
sions in the mineral-rich Carajas 
area in return for mining rights 
in their countries. 

Other strategic decisions have 
been postponed because the pri- 
ority in the first year was to get 
to know the company's varied 
assets and to consolidate the 
paper »nd aluminium businesses 
into sine1 p units. “Only then can 
we start to make decisions about 
the fixture directum,” he says. 

Hie first stages of the restruct- 
uring of CVRD are being put in 
place, however. CVRD has 
opened merger talks with a rival 
paper company - “we are court- 
ing at the moment,” he says. 
Analysts believe Aracruz and 
Votoranthn are the most likely 

Mr Steinbruch believes Brazil. 


which has a number of efficient, 
medium-sized paper companies, 
has the climate and costs to be a 
large farce in the industry if its 
companies had greater economies 
of scale and financial muscle. 
“This is one of the sectors where 
Brazil can be really competitive,” 
he says. 

Mr Steinbruch is also pushing 
the company to sell its steel 
shareholdings, arguing that if H 
has long-term contracts to supply 
iron ore to the steel companies, 
the capital could be better 
invested elsewhere. 

His tfrinktog on the steel indus- 
try minors his analysis of the 
paper sector. In spite of plentiful 
raw materials and low costs, Bra- 
zil makes only 3 per cent of the 
world’s steel. If Brazil had only a 
few large groups, he believes that 
exports could be doubled. Selling 
CVRD’s steel assets would help 
facilitate such a consolidation. 

Of course CSN, another part of 
Mr Stein bruch’s empire, would 
benefit from such an industry 
restructuring. In fact, CSN 
recently lost in a bidding war 
with Usinor of France far CST, a 
smaller Brazilian steelmaker 
with high growth potential. 
(CVRD is a large shareholder In 
CST.) 

Indeed, while Mr Steinbruch 
talks the language of the modern 
manager, some older traits are 
evident The close links between 
his various activities prompts 
one of the harshest criticisms of 
Mr Steinbruch - the perception 
of conflicts of interest Mr Stein- 
bruch had wanted CVRD to par- 
ticipate in the December privati- 
sation of Sidor, the Venezuelan 
steel company, but the group pul- 
led out Some observers claim the 
board vetoed the Sidor idea 
because it thought Mr Steinbruch 
had been wearing his CSN hat 
rather than his CVRD hat 

Mr Steinbruch says the com- 
pany withdrew because of lack of 
time to evaluate the sale. But the 
incident showed that keeping his 
groups of shareholders happy 
will require all his fabled charm. 

The huge concentration of 
power in his hands is another 
habit he shares with more tradi- 
tional Brazilian business leaders. 
He has so far resisted the 
appointment of a chief executive 
at CVRD, describing the idea as 
“premature”. 



Essential guide to Benjamin Steinbruch 


Benjamin Sleinbruch's paternal 
grandparents emigrated to Brazil 
from Syria. Mendel, his father, who 
died in 1994, was one of the most 
successful self-made men of his 
generation, starting out as a 
haberdashery salesman before 
founding Vicunha, which he helped 
build into one of the biggest 
textiles firms in the country. 

Bom In 1954, Benjamin 
Steinbruch graduated from the 
Fundacao Getufio Vargas business 
school, where he was better 


known for his skills on the 
basketball court, his success with 
women (former girlfriends include a 
one-time Miss Brazil) and his 
Ferrari, than for his driving 
ambition. Until he married in 1991 , 
he was occasionally mentioned in 
diary columns as one of the most 
eligible bachelors around. 

His chance to throw off his 
playboy image came when Vicunha 
decided to take part in Brazil's 
privatisation programme. In 1993 
the group bought a stake in CSN, 


the ailing steel company, and sent 
Benjamin to be its representative 
on the board. He has used this 
platform to gain control of CVRD, 
the industrial giant Yet his 
personal wealth is still modest: a 
22 per cent stake in Vicunha 
He eschews most of the grand 
trappings of corporate leaders 
such as personal jets and luxurious 
offices, preferring instead to work 
from a small, featureless building in 
Higienopofis, a quiet residential 
district of S3o Paulo. 
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LUCY KELLAWAY 


i Beware designer curves 
and mingle nooks 


Forget fashion - offices are places to work, and the 
surroundings should make the staff stay at their desks 


Where I work the desks are . 
in lines, the corridors are 
straight, the loos are in the 
same position on every floor. 
There is plenty of glass, the 
carpets are grey and there is 
no character at all. It is not a 
particularly nice office, but 
"ids not nasty either. 

T Barely a decade old, this 
building is as unfashionable 
as power shoulders, in the 
late 3290s the look for offices 
is asymmetrical, curvaceous, 
designed to mimic a 
corporate village. Buildings 
are supposed to be as 
creative, spontaneous, 
worm, witty, fun and flexible 
as the companies that 
inhabit them. Above all. 
offices must encourage 
people to mingle - not by 
appointment but casually. 
That way there is buzz, 
creativity, energy. 

The epitome of this is the 
new building for the 
Warerbead School of 
Management in Cleveland, 
Ohio, designed by Frank 
^ehry (who did the 
Guggenheim Museum in 
Bilbao). His plan looks like 
an overflowing rubbish bin 
and consistsof two 
“playfully curved" units 
with a roof designed to look 
like an undulating metal 
waterfall. “This unique 
learning environment will 
stimulate the kind Df 
creative, beyond-the-lines 

thinking that 21st century' 
executives will need to 
thrive in a world of constant 
accelerating change." 
declares the business school. 

Let us get this straight. 
Having an exciting building 
may be good for Cleveland. 

It may he good for the 
business school as it wifi 
help distinguish it from the 
her 1.000 business schools 
the US. It may also be 
.. od for Its students; 
provided that it is nice to 
work in. What it wifi not do 
is encourage its students 
to be more creative 
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or think any differently. 

The Water-head School is 
not alone in making; 

un realis tic demands of its 
buildings. David Firth, 
author of the latest trendy 
management book. The 
Corporate Fool , argues that 
the best way of making 
people into happy knowledge 
workers is to make the walls 
curve, to use vibrant colour, 
to have an tmpredictiible 
street plan with unexpected 
vistas. He cites the office of 
Babcock and Brown, the 
engineering company, as a 
chining example of what can 
be done by varying heights 
of floors and ceilings. “These 
help change the pace and 
tempo of the journey within 
the workplace." he says. 

Typical of the look is the 
new British Airways HQ. It 
ha< a main street, a water 
feature, lifts in odd places, 
restaurants, cappuccino 
bars, unexpected vistas - the 
lot It is a classy building 


and doubtless a good place 
to wrn-k. 

If an elegant 
well-designed building 
makes people happier then it 
probably makes them more 
productive too. But the 
present craze for all these 
chance meetings on journeys 
across the office has got out 
of band. As one who finds it 
only too easy to stand by the 
coffee machine gossiping 
even in the most 
tmpromising surroundings. I 
would say that the challenge 
for office designers is not to 
build lay-bys, village pumps 
and corporate wishing wells, 
but to find ways of making 
people content to sit at their 
desks and get on with what 
they are being paid for. 


The curious practice of 
dressing down on Friday is 
best understood as a 
conspiracy got up by men's 


(W£ DESKS MS> THE BUU-WN6 AS A waCDWlK^ 
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outfitters. Create a day with 
a different dress code and, 
hey presto, you have created 
a whole new market. In the 
US It has been a great 
success and office workers 
now have three wardrobes: 
smart work clothes, casual 
work clothes, and clothes for 
the weekend. But in the US 
our cheapskate, badly 
dressed men do not seem 
prepared to fork out a lot of 
money for casual outfits for 
work. I have just been sent a 
catalogue of men’s clothes 
and note that there is a 
special section for Friday 
clothes, all of which have 
bad their prices slashed. 
Dressing down on Friday is 
one thing; But spending £85 
on a “Friday linen-mix shirt” 
is quite another. 


Consider Harry Cedarbaum. 
A bespectacled, navy-suited 
consultant at Baez Allen and 
Hamilton, he recently told 
Business Week-. “1 get several 
haarthnninr calla a week.” 
What are we to make of this? 
Could Mr Cedarbaum be 
engaged in growing his own 
personal brand? Which is to 
say in English: is he 
exaggerating in the most 
vulgar way? Or could it be 
that he really does get 
several calls a week? We all 
know fhat management 
consultants are in short 
supply, that the revenues of 
the top consultancies are 
growing by nearly a quarter 
a year. But if Mr Cedarbaum 
(who, in other respects, 
seems nothing special) Is 
getting so many calls, the 
job market is sot working 
properly. Management 
consultants, who are so good 
at advising others os their 
workforces, may be missing 

a trick themselves. Consider 
Steven Sonsino. He wrote in 
the FT last week that he was 
too hid to be considered for a 
job at the big management 

consultancies. He is 36. 
hrcsJceUotcoyt^FT.com 
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fight jargon and win £500 



If you hats gobMedegoofc aid wat to fatter the cause of Qm En#sh, 
enter a compeffian befog run, for the second year, by foe financial Times 
Bid the Management Consuftenciea Association. 


Financial Times/Management Consultancies Association 

Business Jargon Competition 


TWs Is jour etwee to get your own back on your Drafessfonal advtsere.At 
the sam time you cotid comert, wffij a dip of the scissors, B» annoying 
rubUsh fBflng your art-tray into a £SQ0 prUs. 
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Entry form 


We are looking for examples of jargon, gotttetegook and absunfly oortorted 
prose from tettss, reports, proposals, broefages. promotton ai material, boote 
and so on, puUHted over the last year. 

Entries cat be the wwk of any business or professional advisee, inctudmg: 


• Management Mos nta afe i 

• Lawyers 

• Accuuntauts 

• Baritan 

t Business ynnis 


To enter the compefittan, sfmpfj flB in the tem on the right (photocopies 
accepted) enclosing an sxampto of the worat gotWedegook written or 
pubAstKSd since Septemtier 1 1997. No Individual may subnft more than one 
entry. Examples must be In Engteft and shoidd be no longer than 300 worts. 


Entries most bBrea**d & October 16 1998. The tap throe «tefesw» saeft 
mcahfB a cash prize ef£5O0anrf a coOecBm at 0» test exaapkswa to 
pubBsBad la ow fhmcM Ttees At November. 


Entries most be motived by Friday October ie 1998 
The competition admWstrator 
The F7VMCA Business Jargon Compdfficn 
11 West HMdn Stra« 

London SW1X&JL 


Rane of sender 
Address 







Postcode 




I attach (please staple) my example lor the above competition which was produced by 

(totft naae of iafividBayiinn /p diacaGon) 


0o (enter date) 
knpwtart 
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TIM JACKSON 

ON THE WEB 


The telephony exchange 


Two internet start-ups are vying to create a spot market where 
companies can trade spare international call capacity 


You'd think it would be an 
attractive opportunity. 
Hundreds of active buyers 
and sellers: tens of billions 
of dollars of business every 
year; and no centralised 
market place where the 
commodity can be traded. 

That was the status quo in 
the telecoms industry a year 
ago when two British 
entrepreneurs created 
Band-X, a “bandwidth 
exchange" where telephone 
companies could buy and 
sell spare international call 
capacity. 

Band-X set up in business 
in June 1997 Cram the south 
London home of Marcus de 
Ferranti, a former civil 
servant and RAF pilot who 
had worked for GEC. His 
partner was Richard Elliot, 
who had run Kleinwort 
Benson's equity business 
and knew a thing about 
markets. 

The company set up a 
password-protected web site 
(http:ilwwiB.band-x.am) 
where phone companies 
could place bids and offers 
for spare bandwidth. Since 
then Band-X says it has 
attracted 2,500 members 
from 130 countries. Trading 


volumes have been less 
impressive: cumulative 
revenues to date are only 
$200,000 (£120,000) - a tiny 

speck of the potential pot of 
gold awaiting the business 
that manages to become the 
world’s telecommunications 
marketplace. 

Mr de Ferranti attributes 
Band-X's slow build up to 
the problem that, unto now. 
there has been no true spot 
market in telecomm- 
unications. Once two 
companies have agreed a 
deal on spare bandwidth, say 
between New York and 
Bogota, it takes months for 
the formalities to be 
completed and the lines to 
be working. 

Band-X covers itself 
contractually against the 
risk of players paying tiny 
commissions to find partners 
and then doing more 
substantial bilateral deals 
with them by making 
participants pay a 
commission (between 0.625 
per cent and 2.5 per cent, 
depending on volume) on 
any business they do with 
other players within nine 
months of a Band-X intro- 
duction. But this technical 


obstacle to the creation of a 
spot market has slowed the 
business's growth. 

This week, a new 
competitor entered the fray. 
Cape Saffron (http:// 
www.capesaffmn.com) offers 
similar tr ading but 

dramatically lower prices. 
Founded by Jahangir Raina, 
25, a former telecoms 
analyst. Cape Saffron 
borrows a marketing idea 
from the online stockbroking 
industry: its commission is a 
flat $9.99, whatever the size 
of the deal. 

Mr Raina, who works 
alone from a serviced office 
in central London, concedes 
that high commissions are 
not the principal reason why 
trading in call minutes 
between phone companies 
has not taken off. But he 
believes that he can get 
around the lead time 
problem faced by Band-X by 
focusing on a niche market: 
the trading between 
companies in the internet 
telephony business. With 
help from a handful of 
internet telephony 
companies. Cape Saffron 
offers prices per minute to 
terminate calls originating 


from the internet into the 
public phone s y stem all over 
the world. 

The prices don't look very 
compet i tive, but the 
exchange is dearly in place, 
and it certainly offers a 
convenient service. 

Meanwhile, Band-X hopes 
to overcome the obstacles to 
creating a spot market by 
making a dramatic change 
to its business modeL 
Instead of acting merely as a 
“dating agency”, Band-X 
leased a cim ($L7m) Nortel 
switch at Telehouse, a 
telecoms switching hub in 
London. 

To participate, phone 
companies have to pay for 
the connection of a leased ■ 
line to the switch - but can 
then buy and sell traffic 
minute by minute. 

Mr de Ferranti claims that 
the response he has received 
from phone companies will 
already be sufficient to 
generate $5Qm of annual 
traffic through the switch - 
nearly $lm of commission 
revenue at Band-X s rate of 
1.8 per cent 

But his ambitions for the 
business seem modest Mr de 
Ferranti says he and his 
partners have now 
abandoned plans to raise 
money from venture 


capitalists. Instead, they 
hope to hind the business’s 
growth - and the 
installation of another 
switch in New York - 
through cashflow alone. 

An interest in g nugget 
emerged from his account of 
the business. Band-X's price 
indices suggest that the 
wholesale price of 
international call minutes is 
falling at 4 per cent a month. 
Yet demand far call yntenteK 
is growing mare slowly - 
and as a result the market 
as a whole fa shrinking. 

Mr de Ferranti believes 
this fa because demand is 
not price-elastic. I don’t 
agree. A more likely reason 
is that phone companies are 
benefiting from lower 
wholesale prices by reducing 
their costs, but faffing to 
pass cm more thaw a small 
slice of those savings to 
customers. 

Once they do, the 
international telephone 
business could see growth 
rates comparable to those of 
internet traffic. If spot 
markets like Band-X and 
Cape Saffron can help this 
happen, consumers all over 
the world could owe them a 
great debt. 
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R Is vital that today's finance professional keep 
abreast of the latest developments. For the 
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training executives from over 900 institutions 
and 84 countries in the latest risk management 
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JOHN RIDDING 

FILE FROM HONG KONG 


Trouble stirs in the 



capitalist paradise 


As recession erodes living standards, street 
protests suggest the territory’s self-help 
philosophy is being undermined too 


Misery is on the march in 
Hoag Kong Homeowners 
and shareholders who have 
semi their assets ravaged by 
gathering recession have 
turned to protest over the 
past few weeks. Earlier this 
month, a few hundred 
presented a petition to Li 
Ka-shing, the territory’s 
most prominent tycoon, 
pleading for help with their 
propsty purchases. 

The protests are small, but 
si gnificant nonethel ess . 

Hiey underline the scale and 
the speed of wealth 
destruction in the territory 
siid focus attention on the 
public response. Resilience, 
individualism “can-do 
spirit” are phrases 
frequently applied to Hong 
Kongers. Bed after years of 
rising affluence are they 
getting soft? 

They are certainly getting 
poorer, fast Since property 
peaked and the stock market 
surged to record highs in the 
wake of fast, year’s handover, 
wealth of more than 
HK$4^00bn (£332bn) has 
been wiped from the 
territory's real estate and 
shares, according to 
Standard Chartered Tfank - 
some Hg$2m lost for w>fih 
household. 

• Few have been spared. At 
the bottom of the pile, tile 
ranks of unemployed have 
risen to a 15-year high of 4 3. 
per cent of the population, 
and are growing by the 
week. At the top. U 
Ka-shing and his fellow 
tycoons have seen the value 
of fchefrfamfiy empires 
plunge. Lee Shau-kee, head 
of Henderson Land and 
Hong Kong's richest man, 
slipped from fourth to ninth 
in last week's Forbes list of 
tiie world’s 50 richest people. 

Mainland high-roPers have 
also had a painful lesson in 
capitalism, fanr Yung, son 
of China's former 
vice-president and chair man 
of CitLc Pacific, has seen 
more than HK$5bn wiped off 
the value of his holding in 
the company, the Hong Kong 
armof Beijing's flagship 
investment vehicle. 

Pockets of affluence 
persist. Many of the 
territory’s top restaurants 
remain folly booked, while 
the “haves” can stffl afford 
gHtz and glamour. “We sold 
10 Silver Seraphs in April, ” 
says Spanser Lam. sales and 

marfcp Hng maiMg w ^ MT> 

Motors, the territory’s 
Rolls-Royce distributors. At 
HK$3m each, demand for the 
new model suggests there is 
still money to be spent. “You 
have to remember that a lot 
of Hong Kong people had 
assets of HK$i0bn,” says Mr • 
T Jim "Maybe that has fallen 
to HK$6bn, but it is still 
enough.” 

Such snapshots are 
misleading. A stroll down 
the Golden MDe reveals that 
the shopping and tourist 
district has lost its lustre. 
Restaurants in the 

surrounding streets are 
closing, shopowners are 
depressed. Even the Jockey 


Club, which presides over 
Hong Kong’s favourite 
pastime, says takings at its 
hottin g windows are down 
on last year. 

This is not the first time 

Hong Kongers have seen 
their wealth viciously 
eroded. Many have travelled 
from rags to riches and back 
agafa - the 1949 arrivals 
from Shanghai, the victims 
of market crashes in 1973-74 
and 1989. “Hong Kong people 
have been through many 
storms," says Tung 
Chee-hwa. chief executive. 
“Each time we bounce 
back.” 

That may be. But there are 
suggestions this time that 
the afflicted might be 
cp*»k| ng a helping hand and 
that the primacy of 
self-sufficiency, or the 


real estate prices and 
controlled land supply 
lobbied hard for last week’s 
suspension of government M ^ 
kind sales. At the political ▼ 
level, all seven main parties 
have pushed for tax cuts, . 
rates concessions and 
increased public spending. 

It might seem a long way 
from to free-market model 
praised by Milton Friedman. 
Certainly some in the 
business community whinge 
about the rise of a welfare . 
mentality and the threat of 
populist politicians. But it is 
not yet time to proclaim a 
change in Hong Korn’s 
culture. 

Loi Tai-lok, senior 
sociology lecturer at the 
Chinese University of Hong 
Kong, says the territory’s 
individualist instincts, the 
product of migrant mentality 
and decades of successful 
“small government” policies, 
remain intact. Recent .w W 
surveys, he says, show those 
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Sign of the times; Japanese store Datamini has dosed alter 38 
years si Hong Kong because of the recession Photo: AP 


support of the extended 
family, might be giving way 
to demands for public 
support or corporate 
assistance. 

It is hard not to 
sympathise with hopefuls 
who plonked down a huge 
deposit last year and who 
now cannot raise the 
mortgage to secure their 
apartments. “We will lose 
everything," wailed a 
hapless bomebuyer outside 
the headquarters of Cheung 
Kong, the flagship company 
of Mr Li's empire. 

But continued protests by 
account holders at C -A. 
Pacific, in spite of hefty 
compensation payments for 
casualties of the collapsed 
brokerage, suggested a shift 
in Hong Kong's mentality. 

So did the case of the 
hydrofoil passenger whose 
trip to the casinos of Macao . 
ended in the water after an 
unfortunate high seas 
collision. Even before drying 
himself off. he demanded 
compensation for the 
winnings he might have 
made. - 

Such cries for help come 
not just from the little 
people. Even the property 
tycoons who have reaped 
rich rewards from surging 


afflicted by the downturn 
believe government 
assistance should be limited 
to creating the environment 
for recovery and renewed 
employment. Hong Kongers 
still want to look after " 
themselves, reads the 
message from the polls, and 
they do not want 
interference from the st 

“The agenda is very 
different from Europe in the 
1970s,” says Mr Loi. “There 
is no demand for handouts.” 
That may seem hard to 
square with some of the 
recent rallies. But others in 
the field view the property 
protests as consistent with 
individualist instincts. 

“They want help, but help to 
get a mortgage they can five 
with to complete the 
purchase of their awn 
property," says one social 
scientist. 

But the continuation of : . r 
this culture is not a given. •' 
“If the economy keeps going 
down and people do not geti) 
what they want from their T 
own hard work then it .could 
change." says Mr LoL SHong 
Kong is not condemned to be 
individualist. Its character 
will come from the context 
and bow things develop fresn 
here." * 
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Richard Donkin on 

Stanford’s bid to 
dose the gap 
between managers 
and engineers 

MjnThe problem with 
PvSI sn S ineers is that they 
do not understand 
business; the problem with 
business people is that they 
cannot see things from the 
designer's point of view. 
These may be generalisa- 
tions but they summarise an 
age-old dilemma for manage- 
ments of manufacturing 
companies anxious to pro- 
mote an appreciation of dif- 
ferent workplace disciplines 
across functions. 

Companies might be for- 
given for thinking that busi- 
ness school would be the last 
place people could achieve 
such cross -functional under- 
standing. Bat for the past 
five years Stanford business 
' school in the US has joined 
with the university's school 
of engineering in offering a 
e 5*lass for MBA and engineer- 
ing students which designs 
and builds a product up to 
the market-ready stage. 

The course, called Inte- 
grated Design for Manufac- 
turing and Marketability,, 
was devised by David Beach, 
professor of mechanical engi- 
neering. William Lovejoy. 
associate professor of 
operations management, and 
V. “Seenu" Srinivasan. pro- 
fessor of marketing and 
management science. 


Each year the course 
tutors get together with 
design consultants to find a 
product that mi gh t benefit 
from the creative input of 
students. The only rales are 
that the product should be 
simple enough to build on 
site, must be functional as 
well as aesthetic and must 
serve the Stanford "market" 
of students, faculty and staff. 

Can crushers, citrus juic- 
ers. bicycle lights, mini tri- 
pods and bicycle pumps 
have all received the Stan- 
ford makeover. 

This year’s product was a 
portable camping lamp. Ten 
teams of four, comprising 
two MBA students and two 
engineers, were asked to 
come up with a new light 
capable of competing with 
two market leaders - in this 
case Maglite torches and 
Coleman lanterns. 

Their task was to develop 
a new product that would 
prove popular with custom- 
ers. cheap to manufacture 
and would deliver good prof- 
its in competition with one 
of the other designs. 

“Every year 1 thmk there 
is only way to build this 
product bnt it never hap- 
pens. Every year they come 
up with a range of different 
products and every year 
they are becoming more 
sophisticated in their 
approach to the business 
issues.'’ says Prof Sriniva- 
san. 

"The real value is getting 
MBAs and engineers to work 
together. Some actually like 


to concentrate on the disci- 
plines which they know least 
and some have gone on to 
different careers because of 
It,” be says. 

The business skills involve 
understanding profitability, 
marketing, selling, product 
positioning and costs. The 
engineering, which focuses 
on design quality, function 
and innovation, often wins 
over costs because the teams 
tend to want a product they 
are proud to build. 

The teams begin with 
qualitative market research, 
involving one-to-one inter- 
views with potential custom- 
ers. As a class they then 
come to a consensus over 
the four or five most impor- 
tant attributes of the prod- 
uct With the bicycle pump, 
for example, these were: 
time taken to infla te a tyre, 
simplicity in use, size, dura- 
bility and cost 

The next stage is market 
research using a technique 
called conjoint analysis 
which allows the students to 
gauge the importance poten- 
tial c u s t o m ers place an each 
of the attributes. 

The students have access 

to manufact urin g machinery 
such as computer numeri- 
cally controlled lathes, and 
plastic vacuum forming 
machine*; and to accounting 
methods such as activity- 
based costing. Components 
are purchased in the market- 
place and the prototype mar- 
ket tested to gauge the need 
for refinements. 

Later, the new products 



are put before 100 of the 
original potential customers 
in a trade show format. 
People are asked to choose 
which they would rather buy 
at various projected costs to 
deter min e market prices. 
Computer simulations are 
used for production plan- 
ning. including inventory 
management, and to calcu- 
late potential market share 
and profitability. 

“The excitement of the 
experience is something we 


cannot produce within tradi- 
tional research. They are 
producing a real product, 
not something hypothetical," 
says Prof Srinivasan. 

This year’s winning lamp 
- which doubles as an inte- 
rior light and a flashlight - 
was so well received that its 
makers believe it has real 
market potential and have 
entered into talks with a 
commercial retailer of out- 
door equipment. 

The course is also return- 


er ++uy 


ing research djvidrnds iu the 
accumulated data. "In most 
courses the research pre- 
cedes the teaching but in 
this one the teaching pre- 
cedes the research." says 
Prof Srinivasan. 

“We know, for example, 
that the market research 
explains about 50 per cent of 
what is happening but there 
is something missing which 
we must pick up in another 
way. This will form the basis 
of a research paper.” 


VIRTUAL BUSINESS SCHOOL 


I Glen performs a community service 


■Bn Have you met Glen? 
p&flH Not a question about 
l WTa missing person or 
even about Scotland's moun- 
tainous scenery: for Glen is 
neither a who nor a where, 
but a virtual community of 
business school folk. 

Globa] Learning Electronic 


Network, unveiled this 
month at the Global Forum 
in Chicago, hosted by 
AACSB, the American busi- 
ness school accreditation 
body, is the first virtual com- 
munity to be set up by Lotus 
Development, the software 
subsidiary of IBM. At the 


forum Glen enabled all L500 
delegates from 77 countries 
to communicate with each 
other electronically. More 
important, it will enable 
them to communicate long 
after the forum has finis hed. 

Lotus has been working 
with file AACSB since last 


autumn to develop Glen. At 
its launch it contained a 
library, a list of events, an 
online discussion group and. 
most Important, profiles of 
all the conference delegates. 

During the conference 
they were encouraged to edit 
their profiles, in particular 


adding their areas of inter- 
est, so participants can 
search the database for oth- 
ers with similar interests. 

Technically. Lotus has 
built Glen using Lotus dom- 
ino. the messaging and col- 
laboration platform. Those 
AACSB members already 


registered plus relevantly- 
qualified new “friends of 
Glen" will be able to get 
access to the virtual commu- 
nity from their PCs at home 
via the internet and using a 
secure password. 

Della Bradshaw 



NEWS FROM CAMPUS 


Midway bonus 
for Kellogg 
interns 

These days it £ commonplace 
for companies to cHer MBAs 
a signing bonus when (hey 
join the company. But at the 
Kellogg school at 
Northwestern University, near 
Chicago, some companies are 
now giving students a bonus 
to do their mid-course 
internship with them. 

Although the bonus is |ust a 
lew thousand dollars on lop 
of the 55.000 or $6,000 a 
month the students earn 
during the 10-week internship, 
it does act as a sweetener, 
says Roxanne Hon. director ot 
the career management 
centre. 

For the first time this year 
some Kellogg students ore 
also splitting their internships 
to get experience ot two 
diHerent types ol company. 
Kellogg: www.heUogg.rnvu.edu 

US boom lifts 
starting pay 

The strong US economy is 
pushing up starting salanes 
for MBAs to extraordinary' 
levels. At the University of 
Chicago, for example, median 
starting salaries this year have 
reached $120,000 {E71.B501. 
up 8.5 per cent from last year. 

One third of Chicago's 
MBAs will go into consulting 
and 40 per cent into financial 
services where the median 
salaries were $127,000 and 
SI 25.000 respectively. 
Chicago: 

mvw-gsb. uchicago.edu 

Spotlight on 
entrepreneurs 

The Richard Ivey school at the 
University of Western Ontario 
has created an Institute of 
Entrepreneurship. Innovation 
and Growth on its London. 
Ontario, campus. The move 
has been funded by two 
donations, each of £750.000. 
from the Bank of Montreal 
and Ernst & Young. 


The institute will study 
issues facing high-growth 
companies in Canada. The 
first three research projects 
will be leading management 
practices of fast growth 
entrepreneurs: a study of the 
performance of 
publicly-traded, 

rapidly-growing companies; 
and financing growth tor 
high-growth companies. 

Ivey's professor David Shaw 
has been named director of 
the institute. 

Ivey: nivw.lvey.uwtxca 

Europe’s best 
business plan 

A learn of MBAs from the 
Management School at 
Impenal College London has 
won the European competition 
to write the best business 
plan of the year. 

The plan was for a 
microscopic togging product 
which could revolutionise drug 
discovery in the 
pharmaceutical industry. 
MicroTags. minute particles of 
silicon which can carry 
machine-readable code, were 
developed by the University of 
Hertfordshire in the UK. 

The Imperial team beat 10 
other finalists, including 
London Business School, 
Insead. lese and Cranfleld to 
scoop the award. The jury 
included representatives from 
Si Group. Ernst & Young and 
Cap Gemini Consulting. 
Imperial College: UK, (0)171 
591 9105 

Honour for 
ABN Amro chief 

Peter Jan Kalff. chairman of 
the managing board of ABN 
Amro Bank, has been 
awarded an honorary degree 
in law by the University of 
Rochester. The award was 
given at the graduation 
ceremony of the 
Roches ter-Nijenrode MBA 
programme in the 
Netherlands, which is run 
jointly by Nijenrode and the 
Simon school at Rochester. 
Simon: 

www.ssb.rochester.edu 


information for News from Caoipus should be sent to Deda Bradshaw, 

The Financial Times, One Southwatk Bridge. London SE1 9HL. 
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TRAVa UPDATE 


Rental cars with 
satellite systems 
available in Italy 


their travel preferences. When they 
access the site, they win be 

greeted by a teifar made page. 


More hotel 
bargains in Asia 


Cars equipped with satellite 
navigation systems wftl be available 
in Italy from the end of this month. 
Hertz says they have proved so 
popular in the US and Ranee that 
it wffl Introduce them at airport and 
other locators used by corporate 
customers In cities including 
Rome. Turin, and Milan The cars 
wID be Lancia Ks fitted with a new 

EUaupunkt system. They are on 
offer at a dafly price of 1286, OCX) 
($150). Customers key In their 
destinations to receive Auctions 
on a screen and recorded 
Instructions as they drive. 


Sabena launches 
check-in service 


Debonair woos 


Getting there la the easy part te e ming crowds and chaotic traffic can make progre ss stow In tkoyl, part of Lagos 


business flyers 


Passengers flying with S aben a are 
can now check in at the office, at 

home or at their hotel and have 

their luggage picked up and 

transported to the akport. The 

Belgian national carter claims to 
be the first m Europe to launch 
such a service. Bags are collected 
- and boarding cards Issued - 24 

hours before the fflghL It win 
charge BFrt ,500 ($40) for a hotel 

check-in, BFr2,000 franca 
elsewhere. Ttis service is also 
avaBabte to customers traveling 
with Sabena’s partners, Swissair 
and Austrian AMnes. It Is on trial in 
Brussels but wffl be extended to 
the rest of Belgium later this year. 


And st® the Asian bargat na_came . 
the Regent Singapore to offering 
an executive suite package for 
SS32S (5195) anight, plus 14 33 

per cent tax. compared with Its 

usual rata of $550. And the Hong 
Kong Regent Hotel is offateg 
rooms with breakfast foam A. 

HK$Z»CSfl ($27 0). plus 10 per cam 
service and three per cent tax, 
based on double occupancy. The 
usual rate, without breakfast, is 
5HK260D. 



Marriott opens 
London hotel 


BUSINESS TRAVEL NIGERIA 


Time to clear the air 


Joel Kibazo looks at the prospects of resolving a dispute that has 
suspended direct flights to and from the UK 


Business travellers to 
Nigeria will be hoping 
b * a that the recent death of 
Nigeria’s military leader. General 
Sanl Abacha, will open the way 
for the resumption of the coun- 
try's direct air links with the UK. 

A dispute between the two 
countries has not only forced pas- 
sengers to fly to and from the UK 
via other European airports but 
has also hit profits at British Air- 
ways and further weakened 
Nigeria Airways, the beleaguered 
state-owned carrier. 

Bob Ayling, chier executive of 
British Airways recently told 
staff "We are sparing no effort to 
resume services." He added: 
“We’re all frustrated that we are 
still unable to fly to Nigeria. 
We’ve had many meetings in the 
past year to try and find ways to 
resume services, and these con- 
tinue in the hope that we can 
again serve this Important 
route." 

The row started tn February 
1997 when the British govern- 
ment withdrew landing permis- 
sion for Nigeria Airways because 
of fears that some of its aircraft 


were flying without insurance. 

The dispute escalated In May 
1997 after Britain banned all 
Nigerian-registered aircraft from 
its airspace, alleging poor safety 
standards. Nigeria's military gov- 
ernment retaliated by banning 
British Airways from landing in 
Lagos and Kano, two of BA's 
most lucrative international 
routes. 

Talks between the two govern- 
ments to solve the dispute have 
not changed the status quo. 

According to Nick Fadugba. 
publisher of African Airlines 
magazine, the new leadership 
may help resolve the stand-off "I 
have a feeling both sides will try 
to use this opportunity to break 
the deadlock. Even though it 
won’t be easy. I am confident 
that the problem will be resolved 
because of the economic and 
financial importance of this route 
to bath countries!" 

The diplomatic spat has cost 
BA dearly. Before the suspen- 
sion, it had nine flights a week to 
both Lagos and Kano. The routes 
are among BAs biggest earners 
with premier traffic from diplo- 


mats. oil executives and other 
business people accounting for a 
large slice of the passengers. 

BA does not reveal profits Jen- 
in dividual African destinations. 
Nigeria is included in the Africa, 
Middle East and India adminis- 
trative group where profit mar- 
gins on rentes' are nearly double 
the average for other parts of the 
world. The carrier, which last 
month reported full-year profits 
of fSSOm. makes around £14 per 
£100 of fare on routes in this 
group, against an average of 
around £8 from other parts of the 
world. 

Airline analysts in the City of 
London estimate the dispute has 
cost BA £3 0m-£40m since it 
began. *1 believe the suspension 
of the Nigeria route has already 
had a direct impact on group 
profits although BA has not said 
much about it,” one said. 

The dispute is an even bigger 
blow for Nigeria Airways. The 
airline has been beset by 
financial and technical problems, 
with aircraft having been 
impounded for non-payment 
of airport fees and other 


debts on several occasions. 

Plans to replace Nigeria Air- 
ways with Air Nigeria, a new car- 
rier that was to be jointly owned 
by the government and the pri- 
vate sector,* came to nothing. 
fagteflH ty state flag carrier has 
staggered on. now without its 
biggest revenue earning route. 

Mr Fadugba said: “There is no 
doubt that stopping Nigeria 
Airways flying to London was 

perhaps the biggest blow to the 
airline. It can only compound all 
its other financial, and technical 
problems.” 

However, the resumption of air 
links is unlikely to be a smooth 
ride. The British government has 
now indicated it will allow 
Nigeria Airways back into the 
UK. hut only after .a favourable 
air safety report from til a .Inter- 
national Civil Aviation Organisa- 
tion. The Canadian-based organi- 
sation confirmed Nigeria had 
requested a “safety oversight 
assessment” to look into the- air- 
worthiness of its aircraft and 


Debonair, the low-cost UK airline, 
is to improve Its In-flight snacks 
and launch a range of perks for 
frequent-flyer scheme members. 
They win fnefude advance seat 
assignment, a dedicated check-in 
disk and the Introduction c# a 
smart card to enable passengers 
with hand luggage to get boarding 
passes from machines. Customers 
wffl also have the option of using it 
to book - and having the fare will 
charged to one of their existing 
credit card accounts- The airline 
says that 47 per cent of Its 
passengers fry on business. 


Fly Hong Kong to 
New York non-stop 


Air France flies 
weekly to Havana 


Air France hes started weekly 
flights between Pans and Havana, 
Cuba The service departs from 
Charles de Gaulle airport on 
Sundays at 11am and returns at 
6pm the same day. The airline 
plans to double Its frequency from 
October. 


Cathay Pacific wffl operate the feet 
non-stop flight from New York to 
Hong Kong next week to coincide 
with the opening of the former 
colony’s new airport at Chek Lap 
Kok. it has been made possible 
partly by aircraft technology and 
partly by the opening of a new 
route over the North Polar region. 
The flight, which will take around 
IS % hours com p ared with the 
usual 20hrs 20m hs, will depart 
from John F. Kennedy airport at 
3am off July '5 and arrive in Hong 
Kong on the morning of July 6. 
Thfe Is the first of a series of trials 
which, it Is planned, will pave the 
way to regular scheduled services 
from the second half of next year. 


The doors open at the five-star 
London Marriott County HaB near 
London's South Bank on July 8. 
writes GMan Upton. The former 
home of the Greater London 
Council opens a business centre, 
restaurant, health dub and 200 
rooms, nearly an with Thames 
views. Rates from £205 plus VAT. 
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Crowne Plaza 


adds features 


• -jriiMitli 


Modem point, healthy menus, 
expedited check-in. Iron and 
ironing, board and tea and coffee 
making facilities are among hems 
added to Crowne Plaza ho|ate In 
the US and now Europe. 
-Customers wanted more control 
of their environment,’ said RoWn 
Wicks, vice-president Europe. The 
Holiday Inn name will be dropped. 
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American sends 
updates via net 


crew. 

In turn Nigeria may seek a 
revision of the bUateral air ser- 
vices agreement between the two 
countries which some at the car- 
rier say favours British Airways. 


American Airlines is sending 
regular passengers news of special 
fare offers from their local airports 
in the US and elsewhere, or on 
routes that they fly frequently, via a 
personal messaging services on Rs 
web site. Using customer profees, 
the cantor is providing 31m 
members of Its frequent flyer 
scheme with information specific to 
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A world of communication possibilities awaits you. And with NTT, 
Japan’s largest international telecommunications carrier, you can 
connect in more ways with people and places around the globe — 
shaping the ideas that will create your future. It takes a 
telecommunications company wife a truly global perspective to give 
you such reach. And feat is where you’ll discover fee power of NTT. 
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THE ARTS 


LONDON 

Man: Chagall’s murals far the 
State Yiddish Theatre In Moscow 
the csntrepofnt of an 

□parting at the toys? 
of Arts on Thuradsy. 

60 warics, ff focuses 
on The 5§& years Ghagafl spent 
In Ftastaatthetime of the First 
World War and tie October 
Revoftrtton. 

The Royal Bafiat begins a 
mont h 's season of big bates at 
the Colsaum in London: this 
week LaBafattofBfaft) and 
Swan Late. No surprises, trough 
the Russians Irek Mukhamedow 
wid Igor Zalensky wffl show us 
how to play a hero and 
command bate in La Bayedtre: 
both great artists. 

On Wednesday the new 

Anctarw Lloyd Vtfabbar musical - 

WWsffe Down the Wind - has to 


premiere at Ihe Akiwych Theatre. 
With lyrics by Jfcn Stefrtman, arid 
(Meted by Gate Edwards, the - 
show stars Marcos Lovett aid 
Lottie Mayor. - 
ToriflhL-tte successful 
M anc hester ftcyal Exchange. ' 
production of the Marx Brothers! 
Anim^Cmckers opera at the 
Barbican Centre’s 
Sculpture Gotat The 
production is directed 
byEm&Woukand . 

Gregory Heezov. 

YORK 

The UK's teedtog 
esly music . 
festival opens 
an Friday at. 

StMfchaal- 
fe-Beifrey 
Church wBh 
a concert by 



the Academy of Ancient Muster- 

featufag soprano Emma tQkby .. 

{betowJ- The festival embraces 43 
events over 10 days, ending with: 
the York'Mystery Plays. ' .. ^ 

SAVQNUNNA . 

Finfend^s premier festival, In the 
spectacular outdoor setting 
of Oafs Castle, opens. on ; 
Saturday with a revival of : 
Tannhaoser. A new , ' 
production of La foa&del 
destkio has its first night - 
on July 11,- and iheFtoyaT 
Opera wffl vfeft talar in . 
foe month with/ - 
mesrmcBeri anti f&at 
Grin**. 




'ocw^Dstes to re®** 000. 





The artistic 
visions of an 
unreconstructed 
Modernist 




«■ ft 


Andrew Clark talks to 
South Bank supremo 
Nicholas Snowman as 
he packs his bags for 
Glyndeboume 

Whatever you think of his 
track-record at Loudon’s South 
Bank Centre these past 13 years, 
you cannot fault Nicholas Snow- 
man for effort or single-minded- 
ness. He may not have been the 
most organised or tactful of 
administrators; some of the 
causes he espoused have gone 
out of fashion; others may have 
been too bold for his time. But hE 
deserves credit far his unrelent- 
ing attempt, with limited funds, 
to turn a r amshackle group of 
venues into a coherent arts cen- 
tre. The idea made sense when he 
arrived as artistic director in 
1986^ and it still has an irrefut- 

‘Art forms don’t exist 
in isolation. Only by 
presenting them in 
context do you 
encourage people to 
appreciate things 
they might otherwise 
find difficult’ 


(i < 


r 


able logic. When Snowman, 54, 
departs far Glyndeboume at the 
aid of the summer, be will do so 
.with his sense of mission intact 
<.J3orget the ins and outs of UK 
cultural politics in the 1990s. 
Snowman’s epitaph will be that 
he always stood for the highest 
artistic ideals. 

His misfortune is that cultural 
tsars like himself, people with a 
vision far the arts and a dirigiste 
notion of how to realise it have 
had no power-base in post- 
Thatcherite Britain - a point that 
tomorrow’s Eyre Report on lyric 
theatre in London is likely to 
address, hi this climate it is ad 
the more reason Tor recognising 
Snowman's achievement. 
Deprived of political support he 
has nevertheless dragged the 
South Bank Centre into the late 
20th century. 

You can argue that the pro- 
gramme looks bitty, that the 
acoustics are bad, that same pro- 


jects have flopped, that there are 
too many resident ensembles . 
But you cannot deny that Snow- 
man has re-energised orchestral 
programming in the Royal Festi- 
val Hall, given a new lease of life 
to the Queen Elisabeth Hall and 
created a round-the-clock buzz in 
the foyers. 

If Snowman had not been 
there, commercialism would have 
reigned supreme. He has put the 
music of our time at the heart of 
South Bank policy, and proved 
there is an audience for it The 
great celebrations of Berio. Birt- 
wistle, Ligeti and Messiaen could 
not have happened without him: 
the performers would not have 
had the confidence to launch 
such initiatives on their own, and 
the composers would not have 
had faith in the venue's ability to 
deliver. 

It was Snowman who intro- 
duced Ligeti to the Philharmonia, 
who championed Birtwistle’s 
stage works and handed Berio a 
capacity audience for La vera sto- 
ria. It was Snowman who per- 
suaded Maurlzio Pollini to make 
his London home at the South 
Bank, who nurtured Christoph 
von Dohndnyi’s relationship with 
the Philharmonia. Without the 
framework established by Snow- 
man, the recent celebrations of 
James MacMillan and Mark- An- 
thony Turaage could not have 
taken place. You only have to 
compare the South Bank with the 
Barbican to see how adventurous 
he has been. 

Of course there have been fail- 
ures: that is a measure of Snow- 
man’s ambition. Cross-arts fertil- 
isation with the Royal National 
Theatre and National Fflm Thea- 
tre never took off. Attempts to 
dovetail musical themes with the 
Hayward Gallery's exhibitions 
have been few and far between. 
The move to establish the Lon- 
don Philharmonic as resident 
orchestra was messy. And the 
South Bank development, a 
£135m scheme to improve its 
visual appeal and commercial 
viability, collapsed in March alter 
four years’ hard slog - a victim 
of the property market collapse. 
Arts Council bureaucracy and 
the political climate. You can 
hardly blame Snowman for this, 
but the suspicion remains that 
someone with greater consensus- 
building skilly could have pushed 
the project through. 

it’s impossible to remain neu- 
tral about Snowman. He is 
bright. Quoit and (Am charm- 



ing, but his critics find him too 
smart for his own good - too 
Machiavellian, too much the 
ideologue, not pragmatic enough. 
The latter charge is not entirely 
fair: he learned from his early 
programming mistakes, and after 


nietta in 1968, he could get a 
grant from the Arts Council 
before he had an orchestra to 
show far it After his Sinfb nietta 
days, be spent 13 years running 
Boulez's electronic paradise in 
Paris, which inspired his love of 


Artistic risk-taking has been Glyndeboume’s credo from the very 
start, says Snowman. ‘I haven’t changed my beliefs at all. It’s just 
a question of trying to learn how to make them work’ 


bungling the orchestra residency, 
laid the foundations for fruitful 
co-operation between a variety of 
resident ensembles. 

But the biggest blot on Snow- 
man's copybook seems to be that, 
in a world where access and 
popularisation have become key- 
words, he remains an unrecon- 
structed Modernist He still ban- 
kers after the time when, at the 
founding of the London Sinfo- 


grands projets and an undying 
admiration for France's cultural 
command-structure. State models 
have not served him well on the 
South Bank. 

Snowman is- the first to 
acknowledges that the jqnsica] 
world has moved on. that the 
T uning oUma te ban changed. He 
is equally adamant that arts pro- 
grammers have a duly to lead 
public taste rather than follow ft. 


Essential guide to Nicholas SncapfiSfr'/- 


W/k<ilSbr^> 


He says the Thatcher revolution 
did incalculable damag e through 
its worship of the market, and 
that succeeding governments, 
including the present Labour 
administration, have the same 
obsession. "1 believe arts suhsidy. 


like the licence fee in broadcast- 
ing, should be used to correct the 
market, to adjust ft and adapt ft. 
Monsieur Jo6pln [France’s Social- 
ist prime minister] seems to’ 
believe that too. He made some 
wonderful remark to the effect 
that if you leave everything to 
the market, human values just 
disappear." 

The only viable alternative, 
says Snowman, is "the Refthian 


Current posh Chief executive of _ 
London's South Bank Centre 
(turnover £ZtmJ, hnerof the - 
thorniest arts pasts in the UK; . 
from' September, general director 
of Glynddwurne Festival Opera 
&12m), a doddle by comparison. 

Education: Attended Hlghgaie 
School in London and took a 
degree In English literature at 
Cambridge University, where he 
founded the opera society. 

Early career: Worked for two 
years at Glyndeboume as . 
assistant to Jani Stresses; head cf 
music staff. In I9ffi he oo-founded 
the London Slnfonietta, the UK’s 

fla piWp BiwemVilg finr 

creation and promotion of new 
music. In 1922 he was singled out 
by Pterre Boulez to he artistic 
director of Dream, the 
underground electronic musical 
research Institute at the Centre 
Pompidou in Paris, where he 
stayed 13 years. 

Arte magnate: Returned to 
London in 1986 as artistic 
director of the South Bank 
Centre, with a mandate to give 
inspiration and coherence to a 
group of fonnarly 


L administered iry the Qrea* £3 \. 
fLondon CoUhcdL After irdtiaBy 

-* working alongside Richard ; 

Pulford, the atotix&txzfX^ 
director, $nowm«d£LComanea 
both Jobs from 1992. Over®* 

past four years, average 

attendances at the Royal Festival 
Hall have gone up from 60 pff 
cent to 65 per cart. Over the past 
two years, the South Bank 
Centre has accumulated a 
surplus of more than £700.000. 

Influences: His experiences in 
Paris a nd close association with 
Bo tt le* have made him a 

dyed-in-the-wool Francophile. He 
believes French cultural 
management, involving direct 
state control and large subsidies, 
is a model of enlightenment. His 
French wife, Margo Rouard. is a 
professor at the Ecole nationals 
sup&ieore des arts dficoratlfe in 
Paris. His son Hector attends the 
French Lycde in London. 

Management style: lakes to 
exert tight control rather than 
delegate; not a team player or 
“man cf the people"; prefers 
artistic visions to financial 
disciplines. 


tradition - you could call it 19th- 
century paternalism. Within that 
strange combination of leading 
and yet being sensitive to what 
people can be led to, lies tiie com- 
plicated path down which you 
have to go.” 

One of Snowman’s mantras is 
that "art forms don't exist in iso- 
lation. Only by presenting *Tym 
in context do you encourage 
people to appreciate things they 
might otherwise find difficult,” 
Few would disagree. But was a 
£L35nj architectural scheme nec- 
essary to achieve that goal at the 
South Bank? The development, 
plan was Snowman’s h ratnchil d. 
Its key element was Richard Rog- 
ers's glass canopy, the purpose of 
which was to transform a hand- 
ful of bunker-like arts venues 
Into a major public attraction. 
Critics said it was a white ele- 
phant. that Snowman had delu- 
sions of grandeur, that the key to 
drawing the crowds lay in more 
popular programming. 

Despite the setbacks. Snowman 
believes the scheme is stiff via- 
ble. “How do you turn those het- 
erogeneous buildings into some- 
thing which unifies and creates 
transparency between the differ- 
ent art forms? Fixing the halls, 
or rebuilding 

tton hax.'nu: mtags 

hroadtii^ and the 

sunfl>ta:*a^^a^^mz« to the 
site. There has? tti-be a grand ges- 
ture. Ppopfe go" to the Centre 
Pompidou at the Sydney Opera 

House because they ere attracted 
by a. wonderful structure. You 
hefed that, but the architecture 
also needs to be functional. That 
Is where the Rogers scheme 
responded so weD to the brief. 
The economy of the project was 


based an an increase of visitors 
from 3.5m to between 7m and 
12m a year. The spending poten- 
tial would produce at least Elm 
to increase the arts budget." 

The collapse of the scheme has 
soured Snowman’s view of the 
Arts Council, which behaved 
“like someone who offers you a 
drink and thpn finds they don't 
have tiie money to pay for it". He 
wants tiie council dissolved and 
“a proper ministry” established, 
ra pahlp of taking fast-track deci- 
sions an thp French model. He 
says that for financial prudence, 
no one fault his South Bank 
record over the past two years, 
"and my main hope for Gerry 
Robinson [the new Arts Council 
chairman] is that if he’s going to 
run the arts on a commercial 
basis like a hotel chain or petrol 
station, it should mean a success- 
ful Institution like ours will be 
rewarded with more money, 
ratbre than penalised with fur- 
ther cuts ‘because we can man- 
age’." 

How, then, will a man accus- 
tomed to channelling state caah 
into avant-garde projects adapt to 
the world of privately-funded 
opera? The job of general director 
at Glyndeboume was one of sev- 
eral Snowman is said to have 
■Applied for In an attempt to extri- 
cate himself, from the South 
Bank, and many in the arts world 
found it a curious appointment. 
For Snowman, it represents the 
c hance to return to the artistic 
coalface, and his boyish enthusi- 
asm wells up when he ttiRmoqn^ 
ft. Artistic risk-t aking - has 
Glyndeboume’s credo from the 
very start, he says. “I haven't 
changed my beliefs at aff. It's just 
a question of trying to learn how 
to make them work.” 
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Guide 

BARCELONA 


EXHIBITION 
Fundacfo la Cafca" 

Tel: 34-3-207 747S 
1898, Rn de Stoda Spain: Dally 
Life. A hundred yews alter Spain 
tost Its last ententes. Cube. Puerto 
Rico and the PWBptnea, in war 
against the US, thb historical 
exhtoftiocVIs designed to 
reconstruct a picture of fife to 
Spain at tfiMnd of the last 
century. Ratoting is Its mainstay - 
also Included are books, 
newspapers and other objects of 
the time; to Jut 1 j? 


€ t 
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BERLIN 

DANCE 
Staatsoper unterden Undsn 
Tet 49-30-2035 4S56 
wwwjtaatsoper-b&fnofp 

Swan Lake: new staging by Patrice 

Bart, with designs by Luisa 

SpktetBffi; Jun 30 
OPERA 

Deutsche Oper 

ret 49 - 30-3438441 
• La Gioconda: by PonchieUL 
Revival conducted by MarceOo 


Viotti to a staging by Fifippo 
Sanjust; Jun 30; Jul 3 

• Menorr by Massenet New 
production conducted by Jiff Kout 
to a staging by Cesare Ueve. With 

sets by Maighflrttn PaDi and 
co st u mes by Luigi Perego; Jui 1 

BRUSSELS 

OPERA 
La Monnaie 

Tel: 32-2-229 1211 

• Don Pasquale: by Donizetti. 
New production conducted by 
PhSppe Jordan to a staging by 
Francois de Carpentries on the 
Lunatheater stage; Jun 30 

• The Turn of the Screw: by 
Britten. New production conducted 
by Antonio Pappano to a staging 
by Koth Warner, with designs by 
Sttphane Lazaridb. Cast indudes 
Susan CWcott and Anthony Roife 
Johnson; Jun 30; Jul 2, 3 

EDINBURGH 

EXHIBITION 

Nations! Gn*«y of Scotland 
ret 44-131-624 6200 
Effigies and Ecstasies: Roman 
Baroque Sculpture and Design in 
the Age of Bernini- The National 
GaBery’s major festival exhibition 
for 1998 is a cefebratkm 
of the outstanding artist of the 

Italian baroque, Gfentaranzo 
BemfoL on the fourth centenary 
of his bMft In 1598. Benin’s chief 
rival in sculptor*. 

Alessandro Algarcfl, also features 
prominently. The show also 
toefuefes a number of drawtogs 
loaned by British eoflecttans: to 
Sep 20 


FLORENCE 

OPERA 

Teatro Comunaie 

Tel: 39-055-211158 
wwwjnetspoliorentino.com 
La Bohdme: by Puccini. Conducted 
by Semyon Bychkov to a staging 
by Jonathan M3ter; Jun 30; Jul 1, 
2,3 

GLEMMERGLASS 

OPERA 

ABce Busch Opera Theater, 
Cooperate wn 
Tel: 1-607-547 2255 

• Faistaff: by Verdi. New 
production directed by Leon Major, 
with sets and costumes by John 
ConMto and fighting by Pat Coffins. 
Baritone Stephen Powefl rings the 
title rote. The conductor is George 
Manehan; Jul 2 

• Tosca: by Puccini. New staging 
by the team responsible for last 
yeaTs Madama Butterfly: director 
Mare Lamos, set designer Michael 
Yeaigan, costume designer 
Constance Hoffman, lighting 
designer Robert Wlemri and 
conductor Stewart Robertson; 

Jul 3 

GLYNDEBOURNE 

OPERA 

Glynctaboume Festival Opera 
Tel: 44-1273-815 000 

• Goal Fen Tutte: by Mozart New 
production by Graham Vick, 
conducted by Andrew Davis. Cast 
includes Alan Opto and Barbara 
Frfttofi. WRh the London 
Phflhwmonic Orchestra; Jul 2 

• Rodefinda: by HandeL New 
production directed by Jean-Marie 


VBtogier, with sets by Nicolas de 
Lajartm end Pascals Carafes. With 
the Orchestra of the Age of 
En li ghte nm en t conducted by 
WRfem Christie; Jun 30; Jul 3 

LONDON 

CONCERTS 
Barbican Hall 
Tel: 44-171-638 8891 
London Symphony Orche st ra: 
pro g ra mm e ot works by John T 
WHSartis, conducted by the 
composer; Jul -1, 2 

•CKy of London Fes t i val 
Tet44r171-638 8891 

English Chamber Orchestra: Gala 
Concert tribute to the late Peter 
DtarrqM, featuring artists todudng 
Ctaudto Abbado, Daniel Barenboim 
ahd rtadu Lupu; Barbican Centre; 
■JlLto 29 

EXHIBITIONS 
'British Museum 
Tet 44-171 -636 1555 

cSsplay more than 500 
rotating to the Maori 
people cf New Zealand, including 
Ynfflirisi co&ected by Captain Cook 
«^vby»gee.bfeween 1768. and 
''wB&rtwflns fremgtam wood 
carvings to canoes, tools and 
wfroen cfeafcs md ornaments; to 
Novi 

TateGafiery 

Tat 44-171-887 9000 
Patrick Heron: b, 1920, Heron b 
one of the feeding figures of 20th 
oentury British art. He fed the 
development cf abstract art fa 
Britain wtth hta atrip* paintings 
produced in the 1950a. Thb 
dsspley Includes arajnd 80 


paintings, from the '1930s to the 
present, and b oxated by David 
Syfvester in consuttatton with the 
artist; to Sep 6 

THEATRE 
Barbican Th ea t r e 
Tet 44-171-638 8891 
Maty Drama Theatre of St 
Petersburg: The Possessed, by 
Fyodor Dostoyevsky, directed by 
Lev Dodin. 3 part adaptation 
previously seen at the Edinburgh 
Festival; 30 June Part 1. 1 July 
Part 2. 2 July Part 3; ell day on Jul 
4and 5 • 

The Pit, Barbican Centre ' 

Tel: 44-171J338 8891 

The Gift written and performed by 

Angela de Castro;' to Jul 4 

■MUNICJJ ... . . .. 

CONCERT * 

Phflharmonto Gastteg 

Tet 49-89&81 8181 \ 

FWfftarmonia Orchestra: wtth tenor '• 
Josfr Cura; in works by PuccW; 

Jun 30 v- 


photocoilage and graphic design. 
The show presents 300 works '* 
created between 1915 aid 1939; 
to Oct 6 

NEWCASTLE 

OPERA . } 

Theatre Royal 
Tet 44-191-232 2061 
Opera North: Joan of Arc, by Verdi. 
New production by PtaDp Prowse, 
conducted by Richard Fames with . 
a cast heeded by Susannah . 
Gtanvifte and Arthur Davies; Jul 1 


NEW YORK | 

EXHIBITION 
Museum of Modem Aft 
Tet 1-212-708 9480 
wwwjnoma.org • : ijg 

Aleksander Rodchenko 
(1691-1956): first -major US 31* 
retrospective of the most Important- * 
Russian artist of the -period 
following the 1917 rew>lut|c . ... 
founder and leading theorist of 
Constructivism, Rodchenko 
abandoned the traditional mediums 
of panting and setepture to favour 
of experimental forms. 


PARIS 

EXHIBITION 
-Grand Palate 

Tat 33-T-4413 1730 
Man Ray: major exhibition of worics 
by the photographer, drawing out 
tt» cpfTtrastS between the dJftarerrt 
styles Srtd*teqhnfeues with which 

ho worked. Tbe <S6pJay Includes 
landscapi photography and 
portraits, artofogn^udoswrth a 
conskfefattovjtf/ito? Ray’s place 
to the da{ia (v^iBanpBltat 

movanfenfe^Jun 29 ' 

OPERA 

Optra National d* Paris, Optra 

- 

pf 33-1-44731300 
.LaTravtateby Verdi 

n^Booted by Jonathan 
'conducted by James 
includes Angela 
QBinrghiu andftimon Vargas; Jul 
1.4 

EXHIBITION 1 
Qa le rt a RuBpHfatan 


Cindy Sherman: touring 
(Prospective ttaclng the New 
York-based artist’s development 
from the 1970s to the present to 
Aug 23 

SANTA FE 

OPBRA 

’ Santa Fe Opera 

Tet 1-505-936 5900 
www~sarTtafeopera.org 
Madam Butterfly, by Puccini. This 
revival wBI open the 42nd season 

at the newly renovated theatre on 

July 3. John Crosby conducts a 
production directed by John 
Copley 

TV AND RADIO 

• WORLD SERVICE 
BSC World Service radio for 
grope can be received in west®* 

on mecAim wave 648 kHZ 

h^eancabihand 
SATELLITE BUSINESS TV 

• CNN International 

Mwxtay-to Fricfay, GMT; 

1930: Wforttf Susir 

22JKfcVt 

Update 


Q5.-07; 061 

1020; Hi 
1420. 


reports fa 

London tr 
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LETTERS TO THE EDITOR 


Elevation of risk over A free rein in multimedia 


opportunity putting 
companies on defensive 


From Mr BUI DurtuML 
Sir, In "Brussels again 
ducks decision on toxic toy s" 
(June 24), Samer Iskander 
outlines the case made by 
environmentalists and con- 
sumer protection groups 
who :call on the European 
Commission to ban phthal- 
ates from being used to 
soften FVC products. I sus- 
pect that whether or not 
their rails are answered the 
effect will be much the 


MTTlft 

As Lionel Barber astutely 
observed earlier this month, 
“today. Brussels is using 
peer pressure and voluntary 
codes of conduct to encour- 
age minimum standards of 
compliance” ("A punctured 
image", June IS). 

Last year the same com- 
mittee for product safety 
emergencies investigated the 
risks of including unwrap- 
ped non-food articles mixed 
with food products (such as 
toys In chocolate eggs, crisps 
and cereal packets). 

This did not lead to a ban, 
however, as with the latest 
case, a “serious and immedi- 
ate risk to health” was 
declared from the outset. 


member states were required 
to review their procedures, 
and reams of scientific^ and 
statistical documents pro- 
duced in evidence. The 
result, in both cases, has 
been to put- manufacturers 
and retailers on the defen- 
sive, regardless of the qual- 
ity of the evidence, or ulti- 
mately of the outcome. 

The precautionary princi- 
ple, now advocated by the 
Commission as a guide to all 
sucb investigations, post- 
BSE, together with a grow- 
ing aversion to official regu- 
lation, is creating a dimate 

whereby state control is now 
being exercised, or moder- 
ated, through self-restraint, 
and marshalled by an explo- 
sion of increasingly vodfer- 
, ous quangos. 

Their continuous elevation 
of risk over opportunity, and 
caution over production, can 
only damage business, rea- 
soned debate, and ultimately 
consumers too. 


; From Mr Dam SerafinL 

Sir, Your editorial “A new 
telecoms era is here" (June 
25) correctly Illustrates the 
new telecoms era, but misses 
a point. Because of the mul- 
timedia convergence, the 
rule of regulatory agencies is 
fading;- Even if the AT&T- 
TCI deal raises antitrust con- 
cerns and it isn't allowed to 
be consummated, it is only a 
matter of time before tech- 
nology permits AT&T to 
arrive on its own where it la 
now with the TCI merger. 

Today, technology allows 
telecoms to be in the TV 
business, newspapers - - to 
become video centres, TV 
stations to be multimedia 
providers and cable to serve 


Dom Serafini, 
editor. 

Video Age International, 
216 East 76 Street, 

New York 100212, US 


No defensive strategy at ECB 


BiH Durodid, 
directin', 

Objective Europe, 

15 Greyfriars House. 
London SE3 7NX, UK 


From Mr Anthony dark. 

Sir, Beyond an oblique 
question as to how "the ECB 
would respond if such an 
As tan-style financial crisis 
were to occur inside 
Europe”. Wolfgang Mttnchau 
(“Nobody in charge”. June 
22) is not at all explicit about 
the European Central Bank’s 
need to defend its own cur- 
rency. Mr MOnchau tries to 
end on the upbeat with talk 
about “the euro displacing 
the dollar as the world's 


Anthony Clarke, 

61 Cross Oak Road, 
Berkhamsted, 

Herts HP4 SHZ, UK 


A & M Records has been a profitable part of PolyGram 


From Mr Osman Bralp. 

Sir. I would like to address 
a number of the points 
raised In your article "Poly- 
Gram job fears as record 
industry seeks new sparkle" 
(June 16) on PolyGram's clo- 
sure of A&M Records. 

A&M was profitable for 
each of the four years during 
which I was its managing 
director, as it was under its 
previous MD, Howard Ber- 
man, and was on target this 
year, 1998, to have record 
turnover and profits, with 
releases from artists as 
diverse as Sheryl Crow, 
Bryan Adams, Sting, Blue- 
tones, Therapy, Del Amitri, 


Dodgy (Greatest Hits) as 
well as a number of promis- 
ing new artists. 

Its closure, in my opinion, 
is the result of the departure 
of several senior managers 
including me, who for better 
or worse were at odds with 
the current UK management 
tor-some time. The closure, 
with redundancies, will be 
painful and not save money 
this year, though it will 
strengthen other PolyGram 
UK labels, especially Mer- 
cury and Polydor (which is 
no bad thing in itself going 
into an uncertain 1998 for 
PolyGram and the industry). 

Regarding the reported 


demise of UK record sales, 
new artists selling interna- 
tionally are at a high point 
far the decade with artists as 
diverse as Spice Girls, Prod- 
igy, Verve, Chumbawumba 
and All Saints. In the UK, 
where there is a cyclical 
slump in new band sales, the 
Verve still had the best- 
selling album of last year. 
The current difficulties only 
look bad if you manage your 
company for monthly prof- 
its; as soon as the World Cup 
is over it would be surpris- 
ing if another band didn't 
once again create a phenom- 
enon, as bands have always 
done in the UK when they 


are declared dead. 

A slowdown and coosoh- 
dation in music was inevita- 
ble after more than 20 years 
of high growth, the explo- 
sion of football fever, 
increased imparts due to the 
high pound and the reprise 
of the games market But the 
industry's long-term pros- 
pects will benefit from, new 
musical genres, technology 
and favourable demograph- 
ics. The current hysteria will 
be painful but shortlived. 


Osman Erafp, 
Spectrum Capital, 
Elgin Crescent, 
London Wll 2JD. UK 


Number One Southwark Bridge, London SE1 9HL 


W6 are Kean to encouraga letters from readara woridwide. Letters may ba taxed to +44 171-873 5938 (set fa* to ‘fine’). oral: 
leaere.«Slcr«fLcem PubUwd tettera a* dso avaiabta on Die FT web ate, raptfwww.FT.cQm Translation may be waRsbla ta 
tetters written In Die main International languages. Fax 0171 B73 5838. Laura should be typed and not hand written. 


Ttes announcement which s addressed to the holders at me bearer Bonds descntied Oefcw' e neither an o/ter fo 
pdChasenoraet*atatronalanoBertosMlhaseBonds Eachdthe Offers ismadesotely by tho Otter to Purchase 
ol The Y.isuda Trust ant 1 Banking Company. Landed dated 29th Jung 1998 and the related Latter of Transmittal. 
The Otters are noiheng made 10 . and tenders w8l not be accepted tram or on behalf ot. holders of the Bonds who 
are located at the Limed Stales or m any other junsthcoon m which the making or acceptance thereof would not 
be ncompsance with the laws ot such tunsdictton. In addinon the Otters are not being made. deadly or mdiraaty 
m or into, or by use at the mats, or by 3tty means or instrumentality (including, without tarnation, facamde 
tr&tsmssKrr. teter or telephone) at interstate ayrmerve m, or of any tsctiny ol a national securities exchange at. 
the Urtted States and the Oners cannot be accepted by any such use. means, instrumentality or taobiy or tmm 
vnthm the United Slates Neither the Otter to Purchase nor any other documents manna to the Otters may be 
ckstnOuted m or mw the Unfed States. 


Offers by 


S7 


The Yasuda Trust and Banking Company, Limited 


to Holders of the Bearer Bonds described herein 
to purchase for cash 
any and all outstanding 


U.S. $100,000,000 
2 7* per cent Convertible 
Bonds Due 2003 
COMMON CODE: 001050656 
I SIN No: GB0049873473 


U.S. $100,000,000 
1 7* per cent Convertible 
Bonds Due 2002 
COMMON CODE: 001031694 
I SIN No: GB 004986281 5 


The Yasuda Trust and Banking Company, 
limited {the “Bank - ) is offering to purchase lor 
cash any arid all ol its outstanding 
USSlOO.OOO.oqp 2 U per cent Convertible 
Bonds Due 2003 (trie •Bonds") together with 
all un matured coupons relating thereto (the 
■Coupons') at a pnce per U S S5.000 principal 
amount of Bonds ol U.S S3.750 (amounting to 
75 per cent, of the principal amount ol a 
Bond), plus accrued interest from 31st March 
1998 to, but not including, the date of payment 
ol such Bonds toy the Bank {the ‘Settlement 
Date'), upon the terms and subject to the 
conditions set forth in the Offer to Purchase 
and tha related Letter of Transmittal (which 
together constitute the ■Offer'). 


The Yasuda Trust and Banking Company. 
Limited (the ’Bank') is offering to purchase for 
cash any and ail of its outstanding 
U S SlOO.OOO.OOO f V* per cent. Convertible 
Bonds Due 2002 (the ’Bonds') together with 
an unmatured coupons relating thereto (the 
"Coupons') at a pnce per U.S.S5.000 principal 
amount of Bonds of U S S3. 750 (amounting to 
75 per cent of the principal amount of a 
Bond), plus accrued interest from 31st March 
1998 to. but not including, the dale of payment 
of such Bonds by the Bank (the 'Settlement 
Date'), upon the terms and subject to the 
conditions set forth in the Offer to Purchase 
and the related Letter of Transmittal (which 
together constitute the “Offer"). 


THE OFFERS AW WITHDRAWAL RIGHTS WftJ. EXPIRE AT 
16.-00 HOURS LUXEMBOURG TIME, ON 17th JULY 1993. UNLESS SHORTENED OR EXTENDED 
(AS THE SAME MAY BE SHORTENS) OR EXTEN DE D, THE “EXPIRATION DATE") 


Each Offer is contingent upon certain conditions set out in the Offer to Purchase but is not 
contingent on a minimum pnncipal amount of Bonds being tendered or on the completion of the 
other Offer. 


The Bank expressly reserves the nght, at any time in its sale discretion, to (i) shorten or extend the 
period al tune during which either Offer (or both, as the case may be) is open, (u) delay the 
acceptance Aar payment of or payment for the Bonds or terminate erfhar Offer (or both, as the case 
may be) and not accept tor payment or pay tor arty Bonds not previously accepted tor payment or 
paid for. or (iii) amend, at any lime or from time to time, the terms of either Offer (or both, as the case 
may be) fri any respect in each case, subject to any applicable legal requirements. 

Requests lor copies of the Offer to Purchase, the related Letter of Transmittal and other relevant 
infor ma tion should be greeted to 


The Dealer Manager 

Goldman Sadis International 


In London: 

Goldman Sachs International 
Peterborough Cojh 


133 Heat Street 
London EC4A 2SB 


In Tokyo: 

Goldman Sachs (Japan) Ltd. 
ARK Mon Bldg. 1QF 
12-32 Akasafca i-chome 
" Afcnalo-ku, Tokyo 107-6005 


Attention: Mr Hiroyuki Siiokawa 
Tel; +{44 171) 774 5833 
(caltcottecf) 


Attention: Mr Kiyotate Nakamura/Mr Junichl Salto 
Tel: +(813) 3589 7266/9261 
(call collect ) 


Banking on change 


as a software producer. 
Soon, web-casting will allow 
newscasts from E3NG-TV in 
Seattle to be viewed on the 
Internet, and any TV station 
to offer cellular telephony. 
In addition to being common 
carriers, satellites are now 
all of the above, while Inter- 
net companies will act as 
common carriers. 

Anything can originate 
from anywhere and reach 
everywhere. Multimedia con- 
vergence no longer needs 
anyone's approval 


Gillian Tett looks at how Japan is tackling the sector's problems as Sumitomo Trust 
says it hopes to merge with Long Term Credit Bank 

T .V (formerly Swiss Bank •. 

en daysago, the LDOffTMmCredftBMkcd JapH - • Corporation), which has a T 

GroupofSeveu . v,,' percent cross shareholding 

*”.*'** , ShTTCB and lhr« joint 

industrialised 8Q0 : ; __ — — — 11 ventures. However, the 

cnmtries implored Japan to A Swiss bank refused to rake - 

ickle Its huge basking *\ over tTCB's core operations 

roblems. This weekend, 5» JL__ — authorities then asked . 


en days ago, the 
Group of Seven 


LnvMm Cndl think of Japan 
Shaajitt&ofc \ 


leading currency”, but the 
signs are that the euro will 
be a weak currency. “Cen- 
tral bankers do not believe 
In Intervention,'’ he says. So, 
If the ECB will not be 
orchestrating interventions 
in its own defence, how will 
it react when the attacks 
come? 


industrialised 

countries Implored Japan to 
i tackle its huge banking 
I problems. This weekend, 
Tokyo produced its first 
concrete response. 

With a melodrama that 
would appeal to insomniacs, 
Su mi t o mo Trust Bank 
announced late on Friday it 
hopes to merge with Long 
Term Credit Bank, the 
troubled Japanese group. 

The merger details are still 
being negotiated. But the 
announcement has made one 
thing dean fears that Japan 
would take no action stall 
after the G7 appeal were 
Overdone. 

Friday's deal is striking in 
several respects. It could 
involve the first injection of 
public funds to clean up a 
Japanese bank's bad loans. 

It is the first merger among 
Japan's top 19 banks stance 
Big Bang deregulation was 
announced 18 months ago. It 
is also the first merger to 
breach the barriers that 
traditionally separated the 
industry. (Long term credit 
banks have been restricted 
to commercial lending, and 
trust banks restricted to 
asset management and 
custodian services.) 

But, most significantly, 
the deal could trigger similar 
moves across Japan's 
banking sector. For though 
LTCB’s woes have attracted 
market attention in recent 
weeks, its problems - huge 
bad loans ari '^ a crumbling 
business franchise - are not 
unique. And some 
government officials are 
already suggesting that the 
merger could trigger more 
restructuring and become a 
model for other weak banks, 
such as Nippon Credit Bank 
or Yasuda Trust As Masaru 
Hayami, the Bank of Japan 
governor, says: “We expect 
the decision... will lead to 
future positive action by the 
management of other 
financial fng tft irtfana. ** 

AH this implies that 
Japan's hnnldng sector could 
now be at a watershed. But 
what is less certain is 
whether these long-awaited 
signs of government action 
are the light ones. The good 


Lining u 

Valient 1 


news about Friday’s 

nnnniTm-<*mf»n+ fa th fr h it 

should encourage moves to 
offload the Y77.000bn 
“problem” loans from 
Japan's banking sector. Bu t 
the bad news Is that such 
mergers may not tackle the 
other problems dogging the - 
banks - excess capacity and 
a lack of dear business 
vision among banks. 

The signs of progress on 
the had loan issue have 
arisen because Sunutomo . 

Trust Insists it will “merge'’ 

- or in practice take over - 
LTCB only if the bank first 
offloads its YLS78bn problem 
loans. ‘‘We will consider the 
merger only if we take over 
healthy loans,” says Atsusbi 
Tftkahasht Sumitomo Trust 
president. 

Such a demand is a first in 
Japan. And since LTCB is 
too weak to remove the bad 
loans itself; thfs wxQ force 
the government to act. The 
government is planning- to 
inject public foods to expand 
the banks' capital base. 

Some officials want LTCB’s 
bad loans to be purchased by 
the Resolution and 
Collection Bank, (a 
gov ernm ent body, 
established for this purpose, 
but rarely used). The 
remaining doubtihl loans 
might also be purchased- by 
a future “bridge bank”, 
which the ruling liberal 
Democratic party wants to 
establish next month. This 
scheme carries a catch; the 


BBC is only supposed to 
purchase loans from 
"insolvent" institutions. 
LTCB insists it is solvent 

But this catch Is also 
encouraging. One Haw of the 
LDP's current banking plans 
is that these have focused 
primarily on the problem of 
howto avert a "credit 
crunch" among the 
borrowers of a failed 
institution. The bridge bank, 
for example, is primarily 
intended to take over the 
operations of foiled 
institutions. 

Thus far the LDP has 
pfapiyf lege emphasis on the 
other step needed to solve 
the bad loan problem - 
rr ywHng . m arhanten-M to 

remove bad loans from 
s u r vivin g institutions. The 
LTCB merger should force 
action, on this crucial point, 
perhaps by leading to a 
strengthened rote for the 
Co-operative Credit 
Purchasing Company, an 
already existing private 
body. But though this is 
encouraging, the more 
alarming element about the 
LTCB merger is that it 
rnnanicH of Japan's “convoy 
system", in which strong 
banks have traditionally 
sup p orted the weak. 

The government has 
played a key role in the deal. 
As LTCB's share price . 
plunged, government 
officials scrambled to find 
possible merger partners. 
They initially turned to UBS 


LTCB’s traditional ally. 
Dat-lchi Kangyo Bank, for - 
help. But with old loyalties 
fragmenting - and the 
' bureaucrats’ power waning • - 
- DKB refused. The wily 
bank which agreed was ... 
Sumitomo Trust, the second 
largest trust hank. This has 
some YlS^OCfbn or assets 
compared with LTCB s 
mi90bn. 

Sumitomo Trust says it 
wants the new banking 
monster to build a global 
investment banking 
business. But this may not 
be profitable. Japan already 
has plenty of banks wanting 
to become universal global 
banks. LTCB cannot offer 
investment banking skills 
unless UBS agrees to 
maintain the joint venture, 
but the Swiss group’s plans 
are uncertain. 

So does this mean the 
merger is a mistake? 
perhaps not entirely, in the 
long run. outright 
bankruptcies of weak banks 
might appear a better 
solution to Japan's banking; 
problems, since they would 
rapidly remove the excess 
capacity. But such 
bankruptcies risk triggering 
market turmoil that Asia 
can ill afford at present And 
the deal has now at least 
given the government 
leverage to demand some 
sector restructuring. 

But everything now 
depends on the price the 
government imposes for 
using public funds to remove 
bad loons and support 
mergers. If this price is real 
restructuring, including job 
cuts and withdrawal from 
unprofitable businesses, 
such mergers may merit 
cautious applause. But 
painful reform is precisely 
what the government has 
avoided so for. If it avoids it 
again, Friday's 
announcement will leave 
Japan cutting the number of 
banks - but do little to 
reduce the scale of its 
banking problems. 
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A difficult intervention 


‘i*. 


i' 1 


By stepping into the Asian currency imbroglio, the US is at odds with domestic needs 


Now that the initial shock 
that greeted the US’s sur- 
prise decision two weeks ago 
to sell its own currency in 
support of the Japanese yen 
has given way to a more 
thoughtful silence, the 
broader implications of the 
action are starting to dawn 
on fin ufiriai markets. 

Though the intervention 
caught traders by surprise in 
the first few hours and 
pushed the dollar sharply 
lower, the US currency has 
spent the last week recover- 
ing most of those losses and 
is back almost where it was 
when the US Treasury 
struck. 

This gradual recovery is 
instructive. Q suggests there 
are growing doubts among 
investors that the interven- 
tion was really In the best 
interests of the US or the 
rest the world. 

True, the early success 
was hailed in some quarters 
as one of those rare 
moments when central bank 
intervention actually worked 
to a degree - turning back 
the tide of speculation that 
threatened to engulf the yen 
aiul significantly deepen the 
broader Asian financial cri- 
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The aim of the interven- 
tion seems to bare been rea- 
sonably clear. Unlike previ- 
ous, less successful efforts, it 
was not driven by a general- 
ised sense that “the markets 
had gone too far” in pushing 
currencies in a particular 
direction: As Robert Rubin, 
j the US Treasury secretary, 
reminded everyone at the 
time of the intervention, 
currencies were still driven 

The goal this time was 
equally ambitious, but much 
more precise - to forestall 
the risk of a descent Into 
financial Armageddon! The 
US decision to get involved, 
after six unbroken years of a 
“strong dollar” policy, dem- 
onstrates how grave US offi- 
cials thought the risk of 
such a calamity was. 

As is now weD known, the 
big fear was the yen would 
slide further, prompting 
China to devalue the ren- 
minbi - something that 
would not only set off a fro. 
ther destabilising round of 
devaluations, but would 
increase the p ressure on CM- ' 
na’s .already troubled finan- 
cial system. 


On this view the US had 
little choice but to act - 
especially given the immi- 
nence of President BUI Clin- 
ton's trip to China and the 
desire to do whatever could 
be done to reward Beijing for 
its admirable refusal to 
devalue so far. 

But such dramatic decl-. 
sions are seldom cost-free. 
By stepping directly into the 
Asian currency Imbroglio, 
the US has taken a course of 
action that Is at odds with 
the needs of the domestic 
economy. American officials 
are sensitive to the criticism 


The Fed has 
dearly gone on 
heightened alert 
for the first hint of 


price pressures 


that their decision to short 
their own, curraacy may not 
be in the national interest 

There Is no reason why a 
baited amount of interven- 
tion would have any effect 
an the Fed's monetary pol- 
icy,” said William McDon- 
ough, the president of the 
New York Fed, test week. 

But that is true only in the 
narrpw sense that, because 
the intervention was stem- 
feed - offset by sates of gov- 
ernment securities in the 
US, it would not lead to an 
immediate expansion of the 
money supply. 


In the broader sense, how- 
ever, there can be little 
doubt that the reversal of six 
years of a strong dollar pol- 
icy has a substantial effect 
on the stance of US mone- 
tary policy. 

For the past two years in 
particular the stren gthening 
dollar has been a critical ele- 
ment in the near-perfect per- 
formance of the US. With 
domestic demand driving 
ahead at rates of more than 
5 per cent per year, the cur- 
rency has been a vital brake 
on inflationary pressures. In 
the last year alone the trade- 
weighted value of the dollar 
has risen, by more than 10 
per cent Against the yen the 
US currency, is up by more 
than 20 per cent 

Alan Greenspan, the Fed- 
eral Reserve chair man ia 
testimony to the US Con- 
gress earlier this year 

acknowledged that thte 
upward march of the dollar 
has been an important factor 
that has restrained growth 
and allowed the Fed to keep 
shortterm interest rates on 
hold. 

And though there fe still 
no sign of inflation in the US 
economy, the Fed has clearly 
gone on heightened alert in 
the past few months for the 
first hint of price pressures. 
In fact it has been the 
strengthening expectation 
that robust US growth might 
to subdued with 
higher interest rates that 
has helped push the dollar 
higher. 

If the Treasury’s move 
marks the end of the defocto 


monetary tightening pro- 
vided by the dollar, those 
members of the Fed’s policy- • 
making open market com- 
mittee who have pushed for 
a rate increase will find their 
case strengthened. 

The Fed stood firmly 
behind the Treasury’s action 
this month - as it must But 
if a weaker dollar is seri- 
ously pursued the central 
bank could find itself on a 
collision course with the j 
T reasury. 

But does the intervention 
mark such a significant shift 
in policy? US officials sug- 
gest not Mr Rubin and his 
deputy, Lawrence Summers, 
hinted the decision to sup- - ■ 
port the yen was simply an 
emergency measure that vj 
could not be expected to stay W 
in place long. 

The intervention, they 
argued, gave Japan a “win- . 
dow of opportunity" to do 
something about its finan-\ 
rial and economic problems ’ 

- a window that would not 
be open for very long. And 
officials certainly hope 
Japan is more serious about 
acting this time. Banking 
sector reform is now essen- 
tial. they believe, within a 
matter of weeks at the most 
Some see this weekend's . 
negotiations over the future 
of the Long-Term Credit 
Bank of Japan as an encour- 
aging sign that at last Tokyo 
is listening. 

If it does not, this seems to 
Imply, the window of oppoiv f . . 
tunity will also prove a use- m 
fill escape hatch by which 7 
tiie Treasury can extricate- 
itself from a potentially diffi- ' 
cult course and blame the • 
subsequent mess on Japan. 

But this is unrealistic. 

What if Japan does not 
take immediate and effective 
action, and the yen resume 
its slide? Can the US really 
walk away? The risks the 
Treasury has identified of a 
further plunge in the yen's 
value will be as strong as 
ever. The fallout would in 
fact probably be worse, if it . 
appears the US is abandon- 
jng Its new policy of support 
for the yen. 

The CUnton administra- 
tion could, therefore, find 
itself locked in an embrace ■■■, 
with the Japanese for some O 
tjfoe. If that jeopardises the 
Fed s battle against domestic 
inflation it will not only be T 
the US that suffers. 
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Tightening up on 
harassment rules 



■All companies operating In the 
US w ill need to re-appraise their 
> workplace policies In the u g h* of 
: ' Friday’s Supreme Court rulings 
' on sexual harassment. Rules 
such behaviour are no 
enough. Companies are 
to have to communicate 
them repeatedly, and ensure 
wortmrs can report abuse wltb- 
. out fear OF reprisal. 

Under US law, sexual harass- 
ment in the workplace is treated 
as a form of employment discrim- 
ination. Under previous deci- 
sions, an employer is liable if an 
employee suffers a job-related 
penalty, such as not getting a 
promotion, as a result of reject- 
ing a supervisor’s advances. 

The Court has now ruled on 
what happens when demands are 
resisted but no job detriment fol- 
lows: or when no specific 
demands are made but the 
waiter has to put up with a hos- 
tile environment. In both cases, 
the company can now be 
liable. 

Burlington Industries, which 
4r)C*aiures in one of Friday's two 
rulings, had a policy against sex- 
ual harassment. An employee 
alleged that she had repeatedly 
been subjected to offensive 
behaviour from a supervisor, 
which went along with threats 
from him to deny her promotion. 

In the end, she did get the pro- 
motion and she did not tell any- 
one in authority about the super- 
visor’s conduct The Court said 
the company has a case to 
answer. 


To defend Itself, it will have to 

prove that it took “reasonable 
care to prevent and correct 
promptly any sexually harassing 
behaviour”, and that the 
employee “unreasonably foiled to 
take advantage of any preventive 
or corrective opportunities" 
set out under company 
pedicles. 

Potentially, this is a highly 
illiberal ruling. As dissenting 
Justice Clarence Thomas noted: 
“Sexual harassment Is simply not 
something that employers can 
wholly prevent without taking 
extraordinary measures - con- 
stant video and audio surveil- 
lance, for example - that would 
revolutionise the workplace In a 
manner incompatible with a free 
society.” 

But the law should not work 
this way. Properly applied, as 
Justice David Souter observed in 
the second case, it should “filter 
out complaints attacking the 
ordinary tribulations of the work- 
place, such as the sporadic use of 
abusive language, gender-related 
jokes, and occasional teasing.” 
The conduct must be bad enough 
to amount to a change in the 
terms and conditions of employ- 
ment. 

The rulings mean companies 
must establish clear standards 
and create systems fur 'reporting 
complaints without fear of 
reprisal. This will require train- 
ing and close supervision. Com- 
panies must take the issue seri- 
ously, or risk paying a heavy 
price. 


Rand stand 






ce again, the currency 
speculators are on the rampage. 
This time the victim is South 
Africa. The country was left vul- 
nerable by the Asian crisis, as 
both an emerging market and a 
commodity producer. On Friday 
the rand readied a record low 
against the dollar. 

An earlier defence of the rand 
at the end of May has left the 
Reserve Bank’s reserves seri- 
ously depleted. With only $6bn 
remaining, possibly less on a net 
basis, it now has only two 
options, it can keep interest rates 
high to defend the rand, at the 
cost of economic growth, or let 
the currency falL 

A serious rand depreciation 
damaging South Africa’s 
won international reputa- 
tion for economic management 
And there is little to suggest the 
rand is overvalued. Recent 
exchange rate policy has been 
sensible, with the currency bring 
allowed to depreciate gradually 
against the US dollar. And the 
external accounts are not badly 
unbalanced: the current account 
deficit in the first quarter of this 
year was L4 per cent of gross 
domestic product, with exports 
buoyant 

But defence of the rand could 
carry a high economic cost for 
South Africa. Despite an official 
output growth target of G per 
cent, growth last year reached 
only 1.7 per cent. With a popula- 
|km expanding at 2 per cent per 


year, per capita income is falling. 
Meanwhile, the unemployment 
rate is around 30 per cent If high 
interest rates cause further dam- 
age to growth prospects, there 
could be serious political conse- 
quences. 

There is very little the central 
bank can do to avoid one of these 
unappealing outcomes, except 
perhaps to avoid the large swings 
we have seen in short-term inter- 
est rates. 

In the longer berm, though, the 
government can do something to 
improve the growth prospects of 
the South African economy. 
Although the government’s han- 
dling of macroeconomic policy 
has been impressive, its micro- 
economic measures have been 
less so. 

For example, the government 
is in the process of introducing a 
set of more restrictive labour 
practices which could make the 
unemployment problem even 
harder to solve. It also needs to 
do more to encourage direct for- 
eign Investment, which has been 
slow to arrive. This lack of enthu- 
siasm steins in part from the lack 
of progress in privatisations, in 
part from the retention of the 
remaining exchange controls, 
and in part from South Africa's 
high crime rate. 

Far now, though, an attention 
is on the dilemma faced by the 
Reserve B ank. The only cer- 
tainty, alas, is that there is no 
easy way out. 


The right to lead 
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David Trimble has secured a 
deserved but narrow victory. 
Later this week the Ulster Union- 
ist leader should take his place as 
First Minister in Northern 
Ireland's new assembly. To make 
It work Mr Trimble can justly 
demand the support of opponents 
within bis party and nationalists. 

Mr Trimble's brave espousal of 
a paw partnership between Prot- 
estants and Catholics has exacted 
a price. Unionist opponents of the 
Good Friday agreement failed 
narrowly to secure enough 
to wreck the work of the 
'assembly. Ian Paisley’s Demo- 
cratic Unionists and Robert 
Macartney’s UK Unionists will 
not give up the attempt 
Those determined to return 
Northern Ireland's protestants to 
the trenches of sectarianism are 
rejoicing in the fact that, for the 
Bret time in province’s history. 
Mr Trimble's party foiled to win 
the largest share of the popular 
vote. Ulster Unionists were nar- 
rowly overtaken by John Hume's 
nationalist SDLP - though the 
preferential voting system still 
delivered Mr Trimble the largest 
mBnber of seats. 

Mr Paisley and Us allies’ next 
facile is to exploit the concern 
shared by moderate unionists 
about terrorist weapons and pria- 
ralesses in order to block 
'>e creation of the North-South 
ies which are vital to the 
Good Friday agreement To that 
purpose they will also seek to 


exploit sectarian tensions during 
the Orange Order marching sea- 
son, which is now undo: way. 

Thus a heavy responsibility 
now foils co others - Inside and 
outside the assembly - to 
strengthen Mr Trimble’s position. 
Opponents within Mr Trimble’s 
own party, such as Jeffrey Don- 
aldson, should now accept the 
verdict of the electorate and sup- 
port the leadership. Not so long 
ago Mr Donaldson was marked 
out as a potential successor to Mr 
Trimble. To align with prot e st a nt 
supremacists would be to throw 
away that chance. 

Beyond Belfast. William 
Hague’s Conservative party 
should draw a salutary lesson. 
Mr Trlmble’B charge that the 
Conservatives’ posturing has sur- 
rendered principle to short-term 
political advantage is irrefutable. 
Mr Hague can redeem himself by 

rejoining the cross-party consen- 
sus on toe peace process. 

As the assembly convenes, 
though, the spotlight should not 
rest solely on unionism. Gerry 
Adams, the Sinn Ffiin president, 
claims a mandate to Join the 
assembly’s new executive, hi the 
same breath he repeats his disco- 
genous Amin! of any ifrika with 
the IRA. But decommissioning of 
IRA weapons is an integral part 
of the agreement Unionists and 
nationalists can sow insist 
that he delivers. He must do so, 
without any further prevarica- 
tion. 


Cooking by nnjnbers 


T he balance of arithmetic 
in Ulster is now dear; 
the balance of authority 
Is yet to be revealed. 
While party strengths in the 
new Northern Ireland assembly 
remain finely poised, it seems the 
opponents of the Good Friday 
peace accord will not have suffi- 
cient seats to wreck flu deal. 

Thus the result of Thursday’s 
historic alnrtinn would appear to 
give David Trimble, the belea- 
guered Ulster Unionist leader, 
the platform be needs to push 
ahead with his nationalist part- 
ners and implement the 
multi-party agreement 
The balance of power on the 
unionist side is narrowly In Mr 
Trimble’s favour, with 30 mem- 
bers in support of the deal and 28 
unionists led by the Rev Ian Pais- 
ley, the Democratic Unionist 
leader, opposed. 

But strict arithmetic may 
ignore the political realities. The 
bigge r question is whether the 
UUP leader will feel the result is 
sufficient to give him a mandate 
to govern, given the opposition 
both from the DUP and within 
his own ranks. 

“Unless be is sure of a solid 
backing from the wider unionist 
community, Mr Trimble may be 
reluctant to take the risks neces- 
sary to make the assembly 
work,” says Paul Bew. politics 
professor at Queen's University 
in Belfast. 

The next few weeks should 
fl ush out any putative challeng er 
to the leadership. Once the UUP 
leader la voted in as first minis- 
ter, Prof Bew believes the author- 
ity that will flow from Ms new 
role win make it more difficult 
for his opponents. 

At Wednesday's first meeting 
of the assembly, parties win also 
have to give their hacking to a 
deputy font minister likely to be 
John Hume or artnthar nominee 
of the Social Democratic and 
Labour party the second larg- 
est party. 

Last week Mr Trimble held out 
the hive that this election would 
pave the way for a new pluralism 
in Ulster politics with unionists 
and nationalists working 
together on bread and butter 
issues for the common good. 

Yet the first task for the 106 
members will be to declare their 
sectarian allegiance - whether 
they are either unionists or 
nationalists - far the purpose of 
measuring the cross-community 
support for the key decisions 
which the assembly will have to 
take. 

A cabinet or executive commit- 
tee of up to 10 ministers will be 
created. The range of ministerial 
portfolios has still to be decided, 
and the executive is not set to 
meet before the autumn. Thus 
the issue for Mr Trimble of when 
he will have to sit down In cabi- 
net with his enemies in Sinn F6m 


The make-up of Ulster’s assembly is clear but the power 
balance has yet to be settled, says John Murray Brown 



does not have to be immediately 
addressed. 

This gives the UUP leader a 
valuable breathing space. Jeffrey 
Donaldson, the dissident UUP MP 
- whom the leadership barred 
from standing for the assembly - 
has threatened to quit the party 
if Sinn Ffein is allowed to take 
executive office before the ISA 
decommissions its arms. Mr Don- 
aldson is seen as a possible lead- 
ership challenger. 

The Good Friday agreement 
says only that parties should use 
“any influence they may have” to 

achieve riwmniTiiiiM lnnln g wi thin 

two years. But Mr Trimble is 
clearly hoping Sinn F6in may 
make a gesture on this issue. In a 
keynote speech last week, he 
Indicated progress was being 
made on r tofinmmfsKlnTring - giv- 
ing a cautious welcome to IRA 
comments that it would consider 
voluntary decommissioning. 

A more immediate challenge to 
this new cohabitation with 
nationalism will be provided by 
this s ummer 's marching season. 
Since the IRA ceasefire this ha s 
become a form of proxy conflict 
for republicans anxious to test 
the government’s commitment to 
political equality "by exploiting 
existing nationalist grievances. 

Even as the last votes were 
being counted on Saturday, 


nationalist residents in West Bel- 
fast ware clashing with riot 
police over a contentions Orange 
Onto: parade. 

The independent commission 
set up by the government to adju- 
dicate an disputed routes is due 
to announce its decision today on 
the most troubled of the summer 
parades - the Drnmcree church 
parade mw* Sunday which passes 
through the mainly Roman Gath- 


The first task for the 
108 members will be 
to declare their 
sectarian allegiance 
- whether unionist 
or nationalist 


olic Garvagby Road in Portadown 
and triggered widespread nation- 
alist backlash when it was 
allowed to go ahead last year. 

The UUP leader warned yester- 
day that if the commission took 
“a foolish decision” to block the 
parade, it could have a dangerous 
political fallout 

Mr Paisley would be certain to 
seize on any sign of weakness 


over a parade in Mr Trimble's 
own constituency. 

The parades issue has the 
capacity to overshadow the early 
days of the assembly - which 
will convene for the first few 
months in so-called “shadow” 
form while the actual powers 
have yet to be devolved by legis- 
lation at Westminster. 

The experience of government 
will be quite new for Northern 
Ireland politicians who have for 
the last 26 years of direct rule 
been in a state of continuous 
opposition. Devising policy for 
the province and implementing it 
carries with it a whole new range 
of duties. There will be tensions 
between ministers and between 
ministers and civil servants. It is 
hard to imagine Sinn F&in minis- 
ters working in total harmony 
with thefr dvil servants from the 
outset 

The last expe rimen t <rf power 
sharing in the short-lived Sun 
ninpflaia executive of 1974 was 
brought down by a loyalist work- 
ers strike. But there were already 
serious tensions within the exec- 
utive - a so-called second line of 
division between traditional left 
and right blocks an social and 
economic policy. Given the close- 
ness of the UUP and the SDLP an 
many policy issues, the tensions 
today should be less pronounced. 
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In what wffl be in eff ect a n 
involuntary coalition of compet- 
ing political interests, the rote of 
party whips will be ciudal fra 
marshalling support in tne 
assembly for what the executive 
has agreed. 

Mr Paisley may have been cast 
aa the current bogeyman - the 
potential wrecker of the assem- 
bly. Bat it is not hard to envisage 
Sinn F&n challengtagthe coo- 
sensual approach in future. Main- 
taining the consensus between 
the two communities will become 
much more difficult if S in n Fdn. 
as most pundits forecast, over- 
takes the SDLP as the main 
nationalist party. 

For many unionists, the pros- 
pect of any republican taking up 
ministerial office may be hard to 
stomach, but the agreeipent at 
least offers the comfort that a 
Sinn F fin politician will never be 
able to become first minister 
without unionist consent - even 
if Sinn F6in becomes the largest 
nationalist party. 

Whatever the success in over- 
coming these political issues, offi- 
cials acknowledge there is no 
guarantee that the settlement 
wffl produce better government 
A.T.Q. Stewart, the historian, 
quoting from Irish writer George 
Bernard Shaw, says: “Self deter- 
mination is not for the good of 
the people, its for their satisfac- 
tion." 

The biggest cause for opti- 
mism, perhaps, lies in the poten- 
tial impact of power cm the pohti- 
clans. For a generation of 
politicians unused to the trap- 
pings of government - ministe- 
rial cars, civil service assistance, 
decision-making power - the 
experience may have a moderat- 
ing effect Such a chang e of atti- 
tude might assist Northern 
Ireland to put its bitter quarrels 
to one side. 


Complicated formula for consensus 


After all the fears raised over 
whether Ian Paisley's hardline 
unionists will have enough seats 
to wreck the assembly, the real 
test of its durability looks likely 
to be whether the Ulster Union- 
ists and moderate nationalist 
Social Democratic and Labour 
party can make common 
cause. 

All key decisions and appoint- 
ments will require their support 
under a complicated formula bor- 
rowed from the new Belgian con- 
stitution, aimed at fostering con- 
sensus between the two 
communities thw a rt i ng the 
extremists. 

The arrangement looks cum- 
bersome and may prove unwork- 


able. Agreement requires either a 
so-called “parallel consent” (a 
majority of both communities 
and a majority of the assembly as 
a whole) or a weighted majority 
of assembly members present, 
which must include 40 per 
«»nt of each community’s mem- 
bers. 

On Wednesday, when the 
assembly meets for the first time, 
each member will have to declare 
whether they are unionist or 
nationalist for the purposes of 
measuring the cross -community 
support for the key decisions 
the assembly will have to 

The formula only applies to 
key decisions - all appointments 


of the chairmen and officers to 
the committees that will oversee 
the ministerial departments wffl 
have to be settled this way. 

To invoke the formula for other 
areas of business, a party would 
need to have the support of 30 
members of the assembly. 

This is seen as a critical num- 
ber for the DUP. The party has 20 
seats, which combined with the 
five UK Unionists and the three 
anti-agreement independent 
unionists, would leave it two 
short It would rely therefore on 
the support of two UUP 
members just to invoke this 
provision. 

At the moment there are an 
estimated three UUP assembly 


members, who might be per- 
suaded on certain issues 
to side with the naysayers. 

To block a mo tion agreed 
between the UUP and SDLP 
requires 34 members, constitu- 
ting more than 60 per cent of the 
uni op 1st members in the assem- 
bly. Thus in total six UUP mem- 
bers would have to defect 

Without much bigger splits bo. 
the Ulster Unionists than cur- 
rently seems likely, the DUP 
would have great difficulty in 
blocking the decisions of the 
assembly. In any event, in such 
circumstances, the Alliance party 
has indicated it might be pre- 
pared to abandon its non-aligned 
status and designate itself as 


either unionist or nationalist o 
perhaps both to emphasise it 
croaa-commairity identity - thu 
Increasing the number th 
DUP would need to bloc! 
decisions. 

Tom Hadden, a lecturer a 
Queen’s University to Belfast 
has calculated that if the AH 
anc e desi gnates itself as unionisl 
the UUP would need the suppac 
of only 22 of its members to b 
able to make progress cm a eras 
co mmuni ty basis In coalrtioj 
with the SDLP. 

Most analysts believe the part 
may not face such an eventual 
tty. But Mr Trimble Is nonetht 
less expected to move forwar 
cautiously. 


OBSERVER 


No booking 
for Ziegler 


Another tee of nasty Swiss 
intrigue. Jean Ziegler, 62, 
Switzerland’s best-sellng author, 
has been left off the Bst of the 
more than 130 Swiss writers who 
wifi be representing their country at 
this year’s Frankfort Book Fair. 
Switzerland is guest of honour ami 
Ziegler, author of bank-bashing 
tomes Including Switzerland 
Wadies Writer, would Even up 

prooeeefinge. 

The official reason for ZlegJeris 

omission Is that Ns works are 
non-fiction, although plenty of 
critics swesr otherwise. Hto latest 
book, 77 m Swiss; the Gold and the 
Dead, has already been trans la t e d 
Into half-e-dazan languages and Is 
seRIng Oca hot cakes in the US. 

The Swiss government Is 
Investing SFrfL2m in the book fair 
to promote Switzerland as a 
"creative, innovative, self-critical 
but also cheerful and 
pleasure-taring country”. Ztegter, a 
socialist MP and sociology 
professor, may be too self-critical 
for same Swiss testes. 

ft b not the Ifcrt time he has 
been boycotted. Earlier this year he 
was lent on to cancel a north 
American promotional tour. Ziegler 
makes no secret of bis view that 
the 1946 W ash i ngton agreement - 
under which the Alles waived all 
future claims against Switzerland In 
return for SFi250m of gold - 
should be reopened. He Is 
convinced ihat the Swiss 


negotiators Bed. Could be 
Interesting If he's ever cased to 
testify before Senator Alfonse 
D 1 Amato, America's number one 
Swtes-basher. 

Plain Manila 

Don't expect a glitzy bash 
tomorrow whan Joseph Estrada, 
the swaggering former movie star, 
is sworn in as the 13th president of 
the Phfflppfoes. Manta grandees 
hoping for a knees-up at 
Malacartang Palace, home to lavish 

e x cess In the days of Ferdinand 
and Imaida Marcos, wont find so 
much as a cocktail party. With foe 
peso following tha yen in quick 
retreat, Estrada has declared 
austerity season. 

But the man who cites Ronald 
Re aga n as Ms kid has a keen eye 
for theatre. In this centennial year 
of Philippine independence, 

Estrada wfll be Inaugurated at the 

Barasoa'n Church outside Manila. 

where tha country’s first 

constitution was drafted. Then it's 
a quick hefleepter ride beck to the 
capital for a cabinet meeting and a 
speech before the adoring masses. 
A nationalist and popuftst par 
excelence, Estrada wfll defiver Ns 
address in the local Tagalog 
language rather than Engfiah. One 
gesture that doesn't cost peso. 

Talking Turkey 

Robto Cook, the British foreign 
secretary who’s already about as 
popular as sandstorm In 
Jerusalem, had better mind Ns 


manners next time he’s In Ankara. 
Cook spent mast of Britain’s six 
month European Union presidency 
pleadfag for better relations with 
the Turks. But tonight he’ll be 
cfirilng wtth the foreign ministers of 
aH the cxxffrtries queueing for BJ 
membership - aH, that is, apart 
from Turkey. 

The purpose of the eofcnte is to 
brief candidate countries on the 
results of the recent Cardiff summit 
arid, on past protocol, the Turks 
might have expected a gilt-edged 
tnvttation. The official reason for 
Ankara’s exclusion Is that the 

Luxembourg get-together to being 
organised under something rated 
“political dialogue”: recently Turkey 
has either boycotted such 
gatherings or remained cool to 
participation. 

All wafi and good. Except that 
only last week Cook was saying 
that the EU has shown Itself wlfing 
to build bridges and ft b time for 
the Tixks to respond. Tricky when 
they're rtot even invited. 


Up the poll 


Germany's election bandwagon Is 
starting to rofl, but not afi the. 
coalition partners are pushing in 
the same direction. Bavaria’s 
Christian Soda! Union got things 
started trite weekend with a beery 
bash jn Munich. But things want 
flat whan Bemd Protzner, general 
secretary of Chanceflor Helmut 
KchPs aJBas, suggested that the 
party might be prepared to give a 
helping hand to any future Sodal 
Democrat minority government In 


Bonn, ft was left to CSU leader 
Theo Waigei to remind hto party 
that the objective is to trounce the 
opposition - not contemplate 
defeat 

Over In Leipzig, meanwhile. 

Guido Westerwefle, general 
secretary of the Free Democrats, 
another of Kohl's coalition 
partners, was merrfly pairing scorn 
on the CSU’s “pravinctofism”. 
That's not aH. Norbert EBOm, 
federal labour minister and Kohl's 
longest serving cabinet colleague, 
was accused of nothing less than 
“social democratic” thinking. 

And there's sffl three mont l is to 
go before polling day. 

Trade treacle 

A restive Congress may be 
snapping at President Clinton's 
heeb as he wanders round China, 
but the Business Roundtable - 
which includes the top brass of 
AT&T. GE and Allied Signal - has 
spent a fistful of doBars buying 

television slots in support. 
Caterpillar chairman Donald Fites, 
who also chairs the axdusrve 
exporters' dub, reckons it’s worth 
the expense to get the pro-trade 

message across. 

The latest 30-second ad draws a 
cute American gsl and Chinese 
boy playing with toy planes, 
tractors and computera. “ft's not 
chfid's play. Uaamhg to share to a 
serious business," Intones the 
vofee-over.^as.the gtaf hands the 
boy a model 747. No surprise to 
team fort Boeing is also backing 
the campaign. 


100 years ago 

Chinese raftways 
I n an Im perial edict pubttahed 
yesterday, the Emperor of Chtor 
severely blames Shang, foe 

director of the PaMng44ankau 

Line, for the delay Incurred in 
connection with the constructs 
of the railway, ft to thought 

probable that in consequence c 
this edict Sheng wfll be obliged 
to consent to the condition that 
the French Minister shall be foe 
arbitrator to case of dispute 
between the contracttog parties 
which condition has so far beer 
strenuously opposed by the 
Tsung-fi-Yamen. The recent 

change of officials shows that 

the Emperor and the Dowager 
Empress have adopted 
Pfogreseive views, and Intend b 
a compete change In foe 
former policy of inaction. 


50 yea 

Emavgenq 

Tor ■ 


exports un 
ther 


used stooi 
1926. Arm 


WIUI 

country's 
tha dock! 
Prime Mir 
of Comm< 
Govomrm 

King to d* 







■I . 


f <>t 


S <> ' 


bAG GRUPPE 

Mart* fttirerim SanMr- und 
HMamgetfoBhandal; ^ 


FINANCIAL TIMES 


3S§H' 

Homes • Consign 
Tel: 0121 "lilifif 


MONDAY JUNE 29 1998 


THE LEX COLUMN 


Oil on troubled waters 


Is help at hand for dl exporters? While 
the Organisation far Petroleum Exporting 
Countries la left to muddle through the 
current lows In the oil price, a new infor- 
mal alliance of eight or nma key produc- 
ers will be calling the shots. However, 
quite what AH al-Naimi, the Saudi ofl 
minister, maa-ng fry saying a more disci- 
plined group would undertake “benign 
intervention” is unclear. Will Qpec Marie 
D members be wading into the market to 
buy oil when the price is law? If so, they 
should be cautious. Successful interven- 
tion normally requires the fundamental 
supply/demand balance to be already sup- 
portive. 

More likely, the new grouping will 
employ the more traditional method of 
controlling oil supply to the market, along 
the lines of the March Riyadh production 
pact and last week's Vienna agreement 
But if it is to lift sentiment towards oit 
Opec Mark n will have to prove it can 
curb its members' cheating tendencies. 
Much will also depend on Iraq having 
reached its capacity limit now that sanc- 
tions on its oil exports have. In effect 
been lifted. If so, the inventory overhang 
that is restraining prices should fall when 
the latest production cuts kick in from 
July. 

However, demand forecasts continue to 
be revised downwards to reflect Japan’s 
slide Into recession as well as economic 
turmoil in Russia and the Pacific Rim. A 
rapid rebound in the oil price to the $18- 
pi range seems unlikely. 

US economy 

1 he statisticians added insult to injury 
last week, when they revised US economic 
growth up from 4.8 to 5.4 per cent for the 
first quarter. By setting a higher base, the 
imppnriiTiff slowdown will only look mare 
severe. And make no mistake, that slow- 
down is w""«ng The deteriorating trade 
balance is already proving a drag on 
growth. Now it looks as if capital spend- 
ing, which, along with consumer spend- 
ing, has so far buoyed the domestic econ- 
omy, is starting to weaken. 

May’s sharp drop in durable goods 
orders was the first sign of this. Compa- 
nies are suffering from slowing profits 
growth, as the Asian crisis bites, and 
higher short-term real interest rates 
(since inflation has dropped). Meanwhile 


OB pitas 

grant erode 2-nxwfi flnmri 9 per tarraQ 



inventories are rising. Merrill Lynch fore- 
casts that the stock overhang could knock 
1-5 per cent off GOP in the second quarter, 
while HSBC expects capital spending 
growth to drop from 29 per cent this 
spring to 6 per cent by the autumn. That 
scenario, which suggests that interest 
rates will remain on hold, should continue 
to support bonds. But it is hardly good 
news far equities. 

Reinsurance 

Another big Hwi in the insurance indus- 
try, another fillip for shares in the target’s 
rivals. Yet it is hard to see how Berkshire 
Hathaway's takeover of General Re pro- 
vides much impetus towards further con- 
solidation among the big reinsurers. The 
top four already have nearly 50 per cent of 
global premiums. Multinational clients, 
never mind the competition regulators, 
would rebel against any further consolida- 
tion. Neither of the two biggest players, 
Munich Re and Swiss Re, have any obvi- 
ous gaps in their business portfolios. 

So where is the urge to merge? The 
wmmHiiarinn argument baa been driven 
by falling premiums - perhaps 10-15 per 
cent at each renewal, although this can be 
partly offset by selling more cover. The 
growing competition between reinsurers 
b ehind this price squeeze has been fuelled 
by the lack of a cull of capital. Normally 
nature obliges with a disaster , nlaaning 
out the weak reinsurers and allowing 
prices to go up- But catastrophe losses 
last year were less than S5bn, only a third 
of this decade's average. This has cush- 
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ioned profits against the price predations. 

But rnargtng are under pressure and 
tins could be exacerbated by General Re’s 
ability to write more business, ha^pd by 
Berkshire Hathaway's formidable capltaL 
The gathering pressure might drive some 
ftrnaPan play ara oat of the sector, ar into 
each other's arms. A Mg disaster would 
achieve this far more effectively. 

Coca-Cola 

“Alignment” is the new bum word at 
Coca-Cola. Simply put It means transform- 
ing the traditional supplier relationship 
between the soft drinks giant and its bot- 
tlers into a symbiotic partnership. While 
this strategy was started in the last 
decade, Doug Wester, the group's new 
chairmem, has aggressively accelerated it 
Over the past year, Coke has master- 
minded the consolidation of its bottlers in 
the UK. Venezuela, Canada and South 
Korea. 

Coke has spent billions buying up 
poorly performing bottlers, knocking 
them into shape and lumping tham 
together to create “anchor” bottlers. 
There are now 10 of them and the. number 
of old-style franchise bottlers has sharply 
declined. Coca-Cola's control over the 
anchor bottlers is backed up by signifi- 
cant equity stakes. And while the return 
on the capital tied up in this way is no 
doubt lower than at Coca-Cola itself, the 
pay-off comes through the closer, more 
productive relationship. The bottlers sup- 
port Coke's expansion plans, swap infor- 
mation and even executives. 

The result is a web of interdependent 
companies for mare powerful than Coca- 
Cola on its own. Coke generated $4bn of 
weh from operations las t year anri spent 
$lbn cm capital equipment. The whole 
Coca-Cola system generated f I2bn and 
invested $5bn. But Coke makes sure it 
remains the spider at the heart of the 
web: through the price it charges for its 
syrup as well as through the equity 
stakes. This kind of close co-operation 
contrasts with the often adversarial rela- 
tionship between a powerful company and 
the gmaiiw fry dependent on its orders. 
And if the sincerest form of flattery is 
imitation. Cadbury Schweppes' recent 
tiwwu rtmgn i in American Bottling — [Hing- 
ing two Independents together - looks 
like a vote for the “anchor” system. 


News 


Features 



_ 3 

GUdBloltaWBel 

r an 


_ 4 

Mde Track. 

_ 13-16 


.. 2 

Arta_. .. _ _ 

. - 17 

International Naws 

3.4 

Edtotate 

_. 19 

Wtate Trade Haw 

2.4 

Letters 



5 




.20 

Craanmd Puzzle 

. 40 


— fws&rs fSEw 



Earthquake In Caytian, Turkey: rescue operations were under way 
y— Unlay altar at toast 100 people died and mora than 1,000 were hurt 
on Saturday. A young boy was puled aRvefracn rubble. Reuters 
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Europe today 

Northern and north-western Europe 
wfl stay u nse ttled with showers or 
wtmm rti mr nd n. The Baltic states and 
wes te rn Russia vnfl have showery 
rein and there wifi be thunder- 
storms over the Balkans. The Iber- 
ian Peninsula and the Mediter- 
ranean wifl see plenty of hot 
sunshine but the Alps and Pyre- 
nees wtfl have isolated thunder- 
storms. Franca will stay fine with 

some sunshine but the Low Coun- 
tries and northern Germany may 
catch some showers. 

Rve-day forecast 

The north and east wW stay 
unsettled and showery but longer 
spate of rain are Hkafy. Eastern 
Europe w«n be particularly wet with 
some thundery downpours but 
elsewhere there wffl be Some 
unshino between the showers. 
Most of the Mediterranean wtfl stay 
hot bid thundtoratoims will develop 

over the Iberian Peninsular. 
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DECISION TODAY ON PROTESTA NT PARADE AS ASSEMBLY P REPWES TQ MEET^ 

Blair steps in to bolster 
N Ireland’s fragile peace 


By Join Murray Brawn and 
Andrew Parker la Belfast 

Tony Blair, the UK prime minister, 
sought to shore up Northern 
Ireland's fragile constitutional settle- 
ment yesterday, ahead of a decision 
on whether to Iran a controversial 
Protestant Orange Order parade 
through nationalist areas of Porta- 
down. 

Pinal results of the Northern 
Ireland assembly elections at the 
end of last week mean there is a 
narrow majority of Unionist mem- 
bers in favour of co-operating with 
naHrmaiigt parties to implement tha 
Good Friday peace agreement The 
agreement, which paved the way for 
constitutional and institutional 
fthang ftg aimed at aiuifng decades of 
sectarian violence in the province, 
was endorsed last month by a refer- 
endum. 

Mo Mowlam, Britain's Northern 
Ireland secretary, admitted the 
results were not as clear as she 
would have liked. Unionist parties 
which support the agreement have 
30 seats in the assembly. The Ulster 


Unionis t party will be the biggest 
with 28 mats, and the Progressive 
Unionist party has two. Unionist 
parties opposed to. the agreement 
have a combined strength of 28 
seats. The Democratic Unionist 
party has 20, the UK Unionist party 
five, and independents three. 

The position of David Trimble, 
UUP leader. Is nutria more vulnera- 
ble by the bitter divisions in his 
party. Jeffrey Donaldson, one of the 
UUP MPs opposed to the multi-party 
accord, is threatening to quit the 
party if Sinn Ffifn, the political wing 
of the IRA, is allowed to take its 
seats on the assembly's decision- 
making executive before there has 
been substantial progress on the 
decommissioning of IRA weapons. 

This could In turn prompt up to 
four new UUP assembly members to 
defect The assembly could then 
founder. The Good Friday agreement 
stipulates that important decisions 
must be endorsed by at least 40 per 
rent of the Unionist members. 

The assembly will meet for the 
first time on Wednesday, when Mr 
Trimble Is expected to be elected as 


first minister, and John 
S^aTdepu^ first * 

tfon from his difficulties b > ' 

££ SEES 

^fSSSucan movem ^4<r “°? 

delivering the peace we wanted. 

Today an independent P™*? 
commission will decide whether the 

nationalist Garvaghy road in Portij 
down this weekend. The . pai ? } J l ^ 
been marred by violence for the past 

spoke to Mr Trimble, Mr 
Home, Gerry Adams. Sinn Fdm Pr®£ 
idST and Lord Alderdice, leader c? 
the cross-community Alliance pattS 
A Downing Street spokesman said: 
“The prime minis ter is very conifc. 
dent about the future and found 
among the party leaders he spoke to 
a strong belief the assembly cap 
worts and an absolute determination 
that It wilL" ’ 

- "Ip'* 

Analysis, Page 6 

The right to lead, Page 19 


Russia pushes for extra funds 
to avoid rouble devaluation 


By John Thomhffl in Moscow 

The Rmurian government launched a 
campaign over the weekend to 
attract additional financial support 
from abroad to ward off a devalua- 
tion of the rouble and to win parlia- 
mentary approval for its “anti-crisis 
programme”. 

The Kremlin opened formal talks 
with the International Monetary 
Fund about an additional support 
loan to bolster the ce nt ral bank’s 
depleted hard currency reserves. 

Last week, the IMF approved dis- 
bursal of the latest $670m tranche of 
its existing $9-2bn three-year 
loan. 

Martin Gilman, head of the IMF's 
Moscow office, said the fund would 
give its assessment of Russia’s aus- 
terity programme today or tomor- 
row, but that any additional finan- 
cial support would depend oo the 
government’s actions. 

“We certainly agree with the anal- 
ysis of the central bank of Russia 


that a devaluation of the rouble is 
neither appropriate nor necessary,’* 
he said yesterday. 

“Unlike some other countries, say, 
in south-east Asia, Russia does not 
have a current account or a balance 
of payments problem but a budget- 
ary probleip. Devaluation would not 
help solve that problem but could 
even make it worse-" 

The central bank will today raise 
the refinancing rate from 60 per cent 
to 80 per cent to support the rouble 
after yields on government domestic 
debt rose sharply an Friday. Mr Kiri- 
yenko denounced those speculating 
against the rouble, saying it would 
not be devalued. 

“We proceed from the basis that a 
firm national currency is the most 
important accomplishment of the 
past period of reform in Russia and 
it is an important condition for the 
normal development of the economy 
and the stable development of the 
fmarminl markets," he gairi. 

Sergei Kiriyenko. the prime minis- 


ter, met the leader of the Communist 
party on Saturday to press opposi- 
tion deputies to adopt an emergency 
legislative pprkag p before the parlia- 
mentary recess on July 16. 

The Communists, the biggest par- 
liamentary grouping, have said they 
will oppose the austerity pro- 
gramme, which aims to narrow the 
budget deficit by cutting speniLig f ' 
and raising extra taxes. 

But the next three biggest parlia- 
mentary parties, including Our 
Home is Russia, the Liberal Demo- 
cratic party and the liberal Yabloko, 
are likely to support the government 
when the parliamentary debate 
opens on Wednesday. 

Grigory Yavlinsky, leader of 
Yabloko. said his party would back 
the anti-crisis programme to help 
stave off a collapse of government 
finances and the rouble. But he 
warned that the government's mea- 
sures would not solve “the funda- 
mental strategic problems of the 
Russian economy". ! 
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Fortunes of the yen hold 
key to currency movements 
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The yen's fortunes this 
week ere Hkety to affect 
great swathes of the 
world economy. The 
Japanese currency 
ended last week at 
Y142.1 against the dol- 
lar, about the level 
where the US Federal . 
Reserve and the Bank of 
Japan Intervened on ■ 
June 17. As the yen fell 
back to pre-intervention 
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levels, other currencies hit historic tows. from the 
South African rand to the Mexican peso. Page 30 

Bankers expect bond market boon! 

Sankara are rubbing that hands at the prospectol 
the rapid growth in ‘Europe's asset-becked bond 
market after monetary union. Recent deals - 
bdudlng the securttisation of royalties from old 
cinema classics and gate receipts from sports sta- 
efia - suggest Europe wffl be creative at floating its 
assets. But a Merrill Lynch report argues that the 
expected explosion In the issuance of asset- 
backed securities may not materiafise. Page 26 

President’s promises boost Colombia 

Artdfes Pastrana, Colombia’s president-elect, 
could hardly havB m8de a better Impression on the 
country’s stock markets. Following his election vic- 
i0 rjfory on June 21, Bogota’s Stock Market Index 
‘ '• rose 10.9 per cent Mr Pastrana says he will put 

Colombia’s economy back on track alter four 
years of bad economic management by the Lfteral 
government of Ernesto Samper. Page 28 

Europe to look both ways for news 

European equity markets may look both east and 
west for direction this week. The economic crisis 
in Japan and Friday’s renewed fall in the yen con- 
tinue to cast a shadow over European bourses, 
and the US wfll add further uncertainty this week 
with a policy-making meeting of the Federal 
Reserve and a raft of Important statistics. Page 31 

Japan prepares for further pain 

Japanese markets are waiting nervously to see 
how the government witi tackle Its economic prob- 
lems. Today the Bank of Japan releases Its survey 
of business confidence, which is expected to 
show mounting pessimism among Japanese com- 
^ fanes and more signs of industrial pain. Page 29 

Economic anxieties rise in London 

The London financial mwkst will reflect this week 
on a buoyant first half which has seen the FTSE 
100 gain about 700 points and gilt yields tall by 
about half a point But investors are r a th er more 
anxious about the domestic economy than they 
were at the start of the year. Page 29 ' 


COMPANIES IN THIS ISSUE 


The Italian public shrugged off 
concerns about the foture of 
the country’s privatisation 
programme by subscribing for 
2% times the number of shares 
offered in Bni, the oil «nd gas 
group, even though it . was the 
fourth offer at Eni shares. . ■ . . 

In anew sign of toe growing 
propensity of Italians tp move 
out- of government brans' into 
equities, the Italian treasury! 
announced at the weekend' 
jv that -"domestic retail nftf&ors- 
\offeredjo bay i’46tm share s 
*last week’s , EtoT offer, ~.w 
qj^-tbe^^ ;&ftginaliy set 

aside by me gowmimfiart./ •. V; 

A-gfnhlar tread is a&oievr- 
dent' in Portugal, where“th& 
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Italians flock for Eni share offer 

Public interest in oil and gas group highlights move out of government bonds into equities 


1 James BBtz fa Rone 


Electricidade de Portugal 
(EdP) retail share offer has 
been 64 times subscribed. 

The offer for Italian and 
International Institutions was 
more than twice subscribed, 
with offers to buy 52Ctin shares 
compared to the 250m origi- 
nally indicated by the 
treasury last week. 

: The number of Italians 
taking part ' to toe domestic 
offer - a total of 1.7m - was 


allocated to retail Investors, 
ensuring that individual 
gets 500 shares. The offering to 
Italian institutional inves- 
tors will now total 146m 


The Italian treasury will 
recoup Lll,84lbn ($6, 740m) 
from toe total global offering 
after setting an off e r price of 
LU,430 per share - equivalent 
to the official market price 
of Eni shares last Friday 


j-nqt .Ear below the. 2m who . night, 
entered the- Telecom Italia. 1 , As a result, the treasury’s 
■offer lasbyear. .' C\ holding in Rni fens to saa per 

cent or approximately 36.9 per 
i treasidxfhas sdugBt.to ensqtv^ cant if the “green shoe’’ over- 
thiftafc many doroesi^^ allotment option is exercised 
ilnvestors as possible receivjai- in full 
shorts. ’* ’■ ■ • Assuming full take-up erf a 

' Some 890m shares will be bonus share offer to retail 


investors in one year's time, 
the holding will come down to 
85 per cent. 

Carlo Azeglio Clampi, the 
treasury minister, said there 
was no question for the time 
being (rf talking about a fifth 
sell-off of Eni and that toe 
treasury was now concentrat- 
ing on plans to privatise Banca 
Naztonale del Lavoro lata* this 
year. 

Although toe treasury 
the wKh to help Italy’s 

overall debt, the scale of the 
privatisation programme has 
been held beck by the opposi- 
tion of the Reconstructed Com- 
munists, a hard-line grouping 
in parliament an whom Prime 
Minister Romano Prodi’s gov- 
ernment relies far a majority. 


The Italian public’s enthusi- 
asm for toe share offer over- 
came fears that recent events 
might have put some eff toe 
offer. 

Telecom Italia, which was 
privatised amid huge publicity 
last year, is in the throes of an 
embarrassing management 
upheaval, the latest in a long 
series of problems to have 
affected the group. 

The treasury is also caught 
up to a sho w d o wn with the Ina 
insurance group over the pri- 
vatisation of BNL, a dispute 
that is now threatening the 
planned merger between BNL 
and Banco di Napoli. 

Record demand kr EdP stars 
offer, Page 25 


TNT Post Group’s value 
set to outstrip estimates 

Shares in first listed mail service attract high demand 


By Gordon Cran* in A mste rdam 


TNT Post Group (TPG) is 
expected to command a stock 
market value of same FI 223 bn 
($llbn) when shares In the 
world’s first listed mail service 
begin trading today oh the 
Amsterdam stock 
The projected stock market 
ffa pjfafimtinn is more ti»n a 
third above many analysts’ 
estimates. It indicates strong 
demand for the shares to toe 
grey market which has pre- 
ceded the spinoff of TPG from 
KPN. the Dutch telecommuni- 
cations company. 

As KPN shareholders 
approved the one-for-one split 
at an extraordinary general 
meeting on Friday, toe debut 
price for TPG was being indi- 
cated at FI 47 - exceeding toe 
top at the previously forecast 
range. Reflecting this, shares 
to KPN dosed at F3 121.80, up 
FI 320 on the day. \ 

Both companies will be 
in tr u ded in the AEX index of 


most active Dutch stocks. 
However, it waa made dear on 
Friday night that nut t be r will 
form part of the FTSE Eurotop 
100, the index of leading Euro- 
pean equities of which KPN 
had been a component 

Yesterday Wim Dik, KPN 
chairman, signed over the 
assets of the mall, express and 
logistics business to TPG, 
headed by Ad Scheepbouwer. 
Previously known as PTT Post, 
the ba dness had net profits of 
FI 694m last year on sales of 
F115k8hn. 

Some 60 per cent of this rev- 
enue came from outside the 
Netherlands, largely because 
of toe F12.7bn acquisition in 
1988 of TNT, toe Australian 
parcels carrier. The deal 
brought it an international 
courier business and an opera- 
tion delivering components on 
a just-in-time basis to manu- 
facturers ptpJi as Fiat. 

National postal services in 
riiA E uro pean. Union are posi- 
tioning themselves for the 


planned removal of their 
monopoly on letter delivery 
early next century. 

Germany’s Deutsche Post 
this year agreed to take a 
minority stake in toe rival 
DHL In terna tional- “That vin- 
dicates PTT Post's decision to 
buy TNT,” said James Downie 
of ABN Amro in London. 

TPG this month expanded 
Its US interests with the pur- 
chase of a minority stake in 
Mail2000, set up three years 
ago by investors including 
Paul Carlin, a farmer postmas- 
ter general. It prints and dis- 
tributes bulk mailing *; for busi- 
ness clients, an activity that 
Mr Scheepbouwer also wants 
to develop in Europe and Asia. 

He has forecast earnings 
growth of 10-15 per cent this 
year for TPG. which will be 
listed In New York. London 
and Frankfurt as well as 
Amsterdam. 

The Dutch government 
retains a stake of seme 44 per 
cent 
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Jim Schfro, chief executive of the ac coun tancy firm created by the 
merger ot Price Waterhouse and Coopers & Lybrand, b axefted about 
creating a truly tfnbat organisation. Reports, Page 27 Brendan Corr 


WDR takes fight to US investment banks 


By Clay Hants hi London 
and Tracy Corrigan in New York 


Warburg Dfflon Read launches 
itself today as Europe’s only 
candidate to Join the US- 
domlnated super league of 
investment hanks. 

WDR’s parent group, the 
new initials-ouly UBS, is 
also bom today, more than six 
months after the merger of 
Swiss Bank Corporation and 
Union Bank of Switzerland 


was announced. 

WDR plans to step up its 
challenge to US rivals in their 
home market, but not at the 
expense of its position to 
Europe. 

In a letter to be sent to staff 
today, Hass de Gier, WDR’s 
chairman and) chief executive, 
the bank was “determined 
to invest aggressively in 
strengthening and expanding” 
its US franchise. 

But it was “equally deter- 


mined not to destroy share- 
holder value simply for the 
privilege of creating an 
enhanced domestic profile in 
what is the biggest but also 
the best defended, capital mar- 
ket in the world". 

Mr de Gier said to an inter- 
view with toe Financial Times: 
“If building a US domestic 
business would to any way 
slow down or dilute our efforts 
to Europe, we would not do 
that" He added: “We are con- 


vinced - and we weren’t 
always - that our position in 
the US is such that we can 
defend our non-US businesses 
quite comfortably." 

The “islands of excellence” 
UBS had built in the US would 
help, hut WDR had lost more 
staff than expected because of 
delays in regulatory approval 

Mr de Gier said: “I feel we 
have enough critical mass to 
build a credible US presence in 
three to five years. Whether 


that is sufficient is another 
matter.” 

He acknowledged to staff 
“how extremely demanding” 
the integration process had 
been. 

By the end of the year, WDR 
expects to have reduced toe 
combined pre-merger work- 
force by 3,500 to 1 5J500. Almost 
all the losses have came from 
the old UBS. 


ICvtet mown, Page 24 


Band-X 
sets up spot 
market in 
telephone 
minutes 

Band-X, the UK company that 
pioneered trading in tel ecoms 
capacity over the internet, has 
set up a spot market for 
telephone minutes and band- 
width. 

The company says new tech- 
nology allows it to operate tote 
a stock exchange by matching 
buyers and sellers of capacity 
without revealing the counter- 
parties’ identity. 

The system could revolution- 
ise the way excess capacity is 
traded among telecoms opera- 
tors. Extended periods of nego- 
tiation could be replaced by 
dealing within seconds. 

Conditions are ideal for the 
establishment of a spot market 
to telephone minutes, as data 
traffic is growing sharply, 
leading to an acute shortage of 
capacity. 

Members of Band-X will 
have individual contracts with 
the exchange, which will 
underwrite the deals and set 
up connections between buy- 
ers and sellers at the press of a 
button. 

Telecoms operators fre- 
quently seek to offload excess 
capacity or obtain extra min- 
utes on particular routes to 
meet their customers’ require- 
ments. But the necessary 
interconnection agreements 
can take days to conclude. 

Band-X has installed a large 
telecommunications switch at 
its headquarters in London 
through which buyers and sell- 
ers can be connected directly 
but anonymously. 

Marcus de Ferranti, founder 
director, said he expected deals 
worth $3tan to $40m to be con- 
ducted through the switch this 
year, on which toe company 
would earn commission of 1.85 
per cent. 

Band-X, set up In July last 
year, is a direct result of the 
liberalisation of. the UK mar- 
ket, which has opened the way 
far companies to resell 
telecoms capacity. 

It riaims to have attracted 
more than 2,000 members in its 
first 10 months, arranging 
more than 100 deals. It says it 
is trading profitably. 

Since Band-X initiated 
switch-based trading earlier 
this month, Mr de Ferranti 
says, there have been BO appli- 
cations tor membership, and a 
number of large operators are 
naming trials of the system. 

Members of the Band-X 
exchange tend to be owners of 
Infrastructure and alternative 
operators rather than national 
players such as British Tele- 
communications or Deutsche 
Telekom. 
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SIMON DAVIES 

GLOBAL INVESTOR 


Crossing equity borders 


Pan-European investment has 
become one of the rallying 
cries in the lull before the 
launch erf toe euro, and the 
relentless rise in continental 
European share prices this 
year is a direct response. 

Given the build up of private 
pensions in Europe and the 
discovery of the joy of shares 
as bond yields shrink, it is 
hardly surprising 
commentators are seeing euro 


signs. But while derivatives 
and bond mar ke ts are already 
transcending headers with 
ease, hence the frenzied 
reshuffling of European 
derivatives exchanges, 


investors may find the concept 
of borderless equity 
investment harder to realise. 

Stock exchanges have 
attained an unnatural status 
wtthto toe national psyche. 
Europe may have lost 
numerous names from its 
roster erf grand exchanges, but 
it stfD boasts over 30 bourses. 

They are all fighting far 
survival, supported by roles 
and regulations which will 
alow the pace of change. 

As David Miles, professor of 
economics at Imperial College, 
argues: “Monetary union does 
not Obviously lower any 
barriers to a regional market. 


other than currency risk.’’ 

However, the one thing the 
Euro wi II do is introduce 
competition to a world 
cosseted by national barriers. 
European pension funds dwarf 
the British, but up to now 
equities have attracted a 
miserly slice of the pie and 
that has been concentrated 
domestically for reasons of 
currency and convenience. 

Fund managers were under 
little pressure to search for 
returns in equities when they 
could get double-digit yields on 
European government bonds. 
But a single European interest 
rate has removed that cushion. 


And fund managers in a 
post-euro world will have to 
look at all neighbourhoods 
within Euroland if they are to 
survive competition. 

The London International 
Financial Futures and Options 
Exchange (Liffe) Is still reefing 
after losing the German 
government bond futures 
contract to Frankfurt's 
Deutsche TermtobQrse (now 
Eurex). Business can migrate 
with alarming speed. So those 
markets with high transaction 
costs, cumbersome rule books 
or unfair advantages for local 
participants will see investors 
go elsewhere. 

This should not alarm 
anyone other than stock 
exchange chief executives. 

An efficient cross-border 
stock market would make 
equity investment more 
attractive far the millions of 
Europeans being weaned off 
State pensions by offering the 
virtues of diversification. It 
would reduce the cost of 
capital for European 
companies, encouraging 


investment And it would 
ensure that capital went to 
companies offering the highest 
returns and greatest potential 
for Job creation. Some 
companies might lose, but 
Eurcdand would gam. 

So what should this new 
market look hke? Stock 
exchanges would retain a role, 
encouraging listings for 
domestic businesses and 
nurturing smaller companies 
that would be less obviously 
appealing to toe international 
investor, and whose demands 
far capital could easily be met 
locally. But there should be a 
single, low cost electronic 
trading platform which can be 
accessed via what Mark 
Howdle of Salomon Brothers 
has labelled “virtual 
exchanges". 

There are already signs of 
how this could happen, with 
the Austrian exchange 
adopting the German system. 
This trading platform could 
also be connected to other 
global markets, hence the 
talks between Deutsche Btese. 


the German stock exchange, 
and toe US’s Nasdaq, aimed at 
“cooperation". 

Of course, there needs to be 
agreement over the best 
trading platform. The fact that 
Liffe is constructing a new 
electronic system shows that a 
consensus remains distant. 

But as investment banks and 
fund tmmagpmpnt groups 
merge, there is a growing 
concentration of market users 
who will be able to impose 
considerable competitive 
pressure. That does not mean 
that countries will become 
irrelevant and investors will 
only look at sectors. There 
may be one Euroland interest 
rate, but there will be 
extremely divergent growth 
rates. 

The key issue, however, is 
that investors should be able 
to trade seamlessly from one 
to the other, preferably using a 
stogie screen and clearing 
system. National Interest 
groups may slow down this 
evolution, but the end game is 
already looking clear. 


This 



means 


City North Group pic 



ro mpufacenter TRACKER 


Congratulations to ail these companies which recently joined the 2,657 companies already listed on the London Stock Exchange. In doing so they raised over £444 miilion to help 
finance their future. To find out more about the London Stock Exchange, cal! our information service on 0171 797 1372 quoting FT/0698. 
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Sweet exit is prepared as fresh challenges 
beckon far away in the Canadian outback 


Maggie Uny finds that having spent most of his working 
life with Tate & Lyle Sir Neil Shaw can’t wait to leave 


S ir Neil Shaw “can't wait 
for the day I walk out of 
here". After spending 
most of his working life with 
Tate & Lyle he is retiring at 
the ripe age of 69. He has 
run the group since 1980 and 
been chairman since 1986. 

Tomorrow is Sir Neil's last 
day at Tate, the global 
sweeteners and starches 
group. His last few weeks 
have been taken up with 
leaving parties, and his 
office is littered with newly 
unwrapped presents and 
large cards covered in the 
usual variety of farewell 
good wishes from colleagues. 

But while Sir Neil has 
enjoyed his time with Tate - 
“it's been exhilarating, excit- 
ing. rhaii wiping , and rarely 
frustrating." he says - he 
refuses to be sad about 
going. “I'm not going to miss 
it." he insists. “1 mean that 
sincerely. " 

On Wednesday he has tick- 
ets to Dy to Toronto, for him- 
self, his wife Pixie, and. sig- 
nificantly, for their black 
labrador dog. From there, 
they will drive northwards 
for ZOO miles or so to Mus- 
koka, a little lakeside town, 
where Sir Neil plans to start 
work on one of his retire- 
ment projects - to cut his 
golf handicap from 16 to 13. 

Judging by his looks - 
trim, tanned, and seeming 
far younger than his age - 
he is fit enough to achieve 
this objective. 

An amusing and urbane 
man, Sir Neil reveals in con- 
versation a mind as fit as his 


physique. It is tempting to 
suggest he could go on a bit 
longer at Tate. 

“No. No, no." Sir Neil 
replies. “I would have pre- 
ferred to have got out about 
three years ago,” he says 
and refers to an ‘'abortive'' 
attempt to find a successor 
in the early 1990s. 

In 1991 Sir Nell recruited 
Stephen Brown as an heir 
apparent. But two years 
later “differences in manage- 
ment style" led to Mr 
Brown's sudden departure. 

Sir Neil then set up a four- 
man management commit- 


tts. announced last month, 
Ofell from £ii4m to £T7m 
before tax and exceptional 
items. 

According to David Lang, 
who has followed Tate's and 
Sir Neil's career for more 
than 20 yeans as food analyst 
at Henderson Crostbwaite, 
Sir Neil is leaving at just the 
wrong moment. 

Too late to go out on a 
high, but too early to see its 
potential realised. “If the 
clock had stopped in 1992 his 
record would have been 
superb," Mr Lang says. 

Sir Neil insists he is leav- 


COme through tO namings. 

“These businesses are 
always going op and down," 
he says, but adds, “I know 
that fundamentally the busi- 
ness is a lot better today 
than when I started in it” 

Born in Montreal, in May 
1929, Sir Neil joined Canada 
& Dominion Sugar, which 
later became Redpath. in the 
mid-1950s. 

Tate took a majority stake 
in Redpath in 1959, and 
between 1963 and 1966 Sir 
Nell worked in Tate's Lon- 
don office, before returning 
to Canada to run the North 
American operations. 

By the late 1970s, Tate was 
struggling. Formed by the 
merger of the Tate and the 


While Sir Neil has enjoyed his time with Tate - Mfs 
been exhilarating, exciting, challenging, and rarely 
frustrating, 1 he says - he refuses to be sad about going. 
f i’m not going to miss it,’ he insists 


tee, from which Larry Pil- 
lar'd eventually emerged as 
chief executive. Once that 
was settled in November 
1995, Sir Neil fixed 1998 as 
his ret ir ement year. 

Even with this advance 
planning; Sir Neil is being 
replaced by an acting chair- 
man, fellow Canadian Lyn- 
ton “Red” Wilson, while the 
group searches for a 
long-term successor. 

Sir Neil is also going at a 
difficult time for Tate, when 
profits and the share price 
have been under pressure, 
and heavy investment has 
yet to pay off. First-half prof- 


ing the group in good hands: 
“When I first started there 
were about four factories. I 
think today we’ve got 41 
plants. Larry Pillard isn't 
Neil Shaw and Neil Shaw is 
certainly not Larry Pillard, 
he's a different kind of guy 
entirely. Larry’s the right 
guy to be r unning this place. 
Time for me to get the bell 
out" 

S ir Neil is unworried by 
Tate’s current difficul- 
ties. 

He is sure that the £500m 
or so the group has invested 
over the last five years will 


Lyle companies in 1921, it 
was stm run by the two fun- 
flies. 

In 1978 Lord Jellicoe 
became the first non- famil y 
chairman and started to 
restructure the business. 

In 1980 he called Sir Nell 
back from Canada as group 
manag in g director. Sir Nefl 

says Tate was in poor shape 
when he arrived. 

“I don't think it would 
have lasted that long,” he 
says. 

He recalls that when he 
took the job, Tate numbered 
skateboard parks among its 
many varied interests, and 


was looking at yet more 
diversifications. 

One of his first moves was 
“to get rid of the consul- 
tants. From my point of 
view, we knew how to refine 
sugar. We knew how to buy 
it we knew how to package 
it and we knew how to sell. 
And the idea that this wasn't 
going to be an on-going busi- 
ness was ridiculous. 

“So we said let’s do what 
we do best And let's see 
how much money we can 
make doing that By 1984 we 
had made the turnaround, 
things were getting better." 

In the mid-1980s Tate 
decided that as a sugar com- 
pany it should look at the 
cereal-based sweeteners 
being developed, which led 
to the acquisition of Staley 
in 1988, as well as expanding 
in sugar around the world. 

Sir Neil regards that deal 
as erne of his greatest suc- 
cesses. It was a personal vic- 
tory for him. After launch- 
ing the hostile bid, he flew 
by Concorde to New York, 
stepped off the plane and 
into an 8.30am meeting at 
the airport with "Big” Jim 
Thompson, the governor of 
Illinois, where Staley was 
based. 

After a 20-minnte chat, the 
governor “stood up. all 6ft 
4in and looked down and 
said, ‘son, you won't have 
any trouble from me' ”. 

From there Sir Nell flew to 
Decatur, where Staley’s 
main plant was and spent 
three days meeting the 
mayor other local digni- 
taries, “and the manag ement 
of Staley were still off fish- 
ing in Pern," he chuckles. 

With a number of other 
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acquisitions, joint ventures 
and expansions. Tate now 
has operations in much of 
the developed and develop- 
ing world, although Sir Neil 
says “one of the best deci- 
sions I ever made was to get 
out of Nigeria". 

He says Tate still has “lots 
of rhaiinngea ahead of it and 
has lots of people to meet 
thnm» challenges ** 

He thinks its future might 


lie in a deal with a pharma- 
ceutical company, as the 
excitement turns to some of 
the by-products which come 
from the starch process and 
admits there have been 
talks. 

But while he muses on 
Tate’s future, be has his awn 
worked out 

He will play tennis and 
golf, swim, take up skiing 
a gain , spend his winters in 


the US and summers in Can- 
ada. with trips to the UK 
between, see more of his 14 
grandchildren. 

And he will dabble in 
some personal venture capi- 
tal investments. 

He is particularly keen on 
one company that is devel- 
oping a CD-Rom to help golf- 
ers improve their swing. He 
is looking forward to trying 
out that product 




MAY 1998 


£550,000,000 

to Support the Acquisition of 



£175,000,000 Term A Loan 

£100,000,000 Term B Loan 

£75,000,000 Term C Loan 

£50,000,000 Revolving Credit Facility 

£150,000,000 10%% Senior Subordinated Notes 

due 2008 
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\rdutecis of Value 


HEV wins 
backing 
from 
investors 

By Katharine Campbell, awing 

Business Correspondent 

HEV. thp prhp£e equity, arm 
of’itoihbrosC the merchant 
h ank, has secured its inde- 
pendence with the backing 
or the Institutional investors 
in its latest fund. Ha m bros. 
which Is being broken up, is 
understood to have been 
against the move. It is ren- 
aming itself Duke Street 
CapitaL 

When HEV raised its 
£ 261 m fund last year, inves- 
tors insisted on a clause giv- 
ing them the right to vote on 
whether to take control of 
the fund's management com- 
pany if Hambros were sold. 

Hambros received no con- 
sideration for the transfer of 
ownership while an undis- 
closed sum of working capi- 
tal is to be provided to Duke 
Street by the fund itself. 

“We decided the easiest 
thing was to make [the new 
company] an investment of 
the fund, rather than having 
all the investors put up new 
money," said Ed TrueD. chief 
executive. 

Par com, a subsidiary of 
ING, the Dutch finnnriai ser- 
vices company, which put up 
£45m last year, is the largest 
of the fund's 32 strong inves- 
tor group; Hambros contrib- 
uted £22i>az. 

Duke Street Capital would 
engage in “more of the same 
sort of transactions, namely 
the difficult ones or turn- 
around situations". Mr 
TrueU and his colleagues 
will also remain contracted 
to run two previous funds, 
as well as a co-investment 
scheme fear private individu- 
als. 

Glass's Guide, the motor 
trade valuation group, an 
investment from the second 
fund, has just been put up 
for sale, and is understood to 
be one of the firm's most 
successful investments. 


COMMENT 


Defence review 




Like other Western European countries, the UK has targeted 
defence cuts as 3 way to fund more popular social services. 
Indeed, with the Cold War over, the government has room 
for reflection. Does defence spending adversely affect eco- 
nomic growth? Is it worthwhile maintaining national 
defence industries of sub-optimal scale, given that military 
action tends to be undertaken ip coalition with allies? 

The government is. however, unlikely to he as radical as 
some c ompani es have feared. True, it is pushing for cross- 
border consolidation. But the scale of cuts envisaged will 
hardly pull the rug from under the feet of, say. General 
Electric Company and British Aerospace. Cuts of around 
£500m after four years, representing 2 per cent of the £22bn 
budget, will not force a collapse in share prices when the 
review is finally produced. Greater co-ordination between 
the sendees and an emphasis on rapid reaction forces will be 
the main thrust Slashing long-term equipment programmes, 
such as Eurofighter, looks unlikely. 

Cuts should hit a cumbersome procurement process hard- 
est Indeed, for private sector companies, the growth in . 
outsourcing of services will help offset declining revenues a# 
the equipment m a n ufacturing end. particularly in frigates 
and tanks. But even for likely losers, such as Vickers, the 
bad news has long been in the share price. 

Yorkshire Water 

The UK government must think it Is so easy to run a 
privatised monopoly that executives deserve to have their 
lives made more difficult by “fat cat" accusations. Yorkshire 
Water cannot win on this baas. It recruited better senior 
executives a couple of years ago to tackle the company's 
appalling record during the drought. The remuneration com- 
mittee rightly set targets that featured improvin g the ser- 
vice. If the executives achieved these goals, they deserve 
their bonuses. As it happens, last year’s profits were flat as 
mare consumers switched to meters and the costs of heavy 
capital spending kicked in: both moves in the right direc- 
tion. The remuneration committee should clearly check that 
hurdles for winning bonuses are set high enough. They 
should be tackled on this at the annual meeting. But politi- u 
d an s should keep out of it V 


Tesco to expand petrol concept 


By Virginia Marsh 

Tesco, the UK's leading food 
retailer, is to expand signifi- 
cantly Us presence in petrol 
retailing. 

It aims to build a nation- 
wide chain of more than 100 
of its Tesco Express petrol 
stations, which have small 
stores attached. 

Tesco already has 14 such 
stations, mainly in the Lon- 
don area, with three in the 
pipeline for this year. 

It is now considering 


expanding the Format by 
buying existing stations 
from oil companies and con- 
verting them. Most of those 
opened so far have been 
built from scratch. 

Tesco started trials of 
stand-alone petrol stations 
about four years ago, but the 
move was ill-timed, coinci- 
ding with a petrol price war. 

It is believed, however, 
that the Tesco Express chain 
has become profitable in the 
past year, encouraging the 
group to expand. 


UBS AG 

Wofieo to the holders of securities and warrants fisted on the Luxemheuirn 

Amsterdam and Pari< Sfmir . l - CJXOfn0aL r 7< London, 


'* I 


— -mu am in corporation. 

London. !S££T aSd^PalteaSd! foKJS 

orSwiSB Bank Corporation that Union Bank of JriLSJ* * Swte * t ®£ 

effect**, 29 Jbne. 1998 (the -Effective Date-}. The new 

SBC Australia Limited (which are guaranteed by Swiss Bank Comora&wi n! ^n 82 fDrmeri y 
(Cayman islands) Ud. and SBC Whrbufg DBkm 1 P^TAustrataT^Sd^u^? S8C ^ ance . 
died Iron the Effective Date to UBS Finance fCavman feta™*-! change their names with 
Limited respectively. (Cayman Islands) Ltd. and Warburg DO Ion Reed Australia 

Luxembourg stock Exchange 
FoHnwing the changes In name set out shove, debt s«i iritis 

and feted on the Luxembourg Stock Exchanae (the-Bn-ha^* ^ d ,I! /arrants "*** 8,8 ^ In global form 
be listed by the eSi^Ser the SwS 

Notwithstanding the changes In name set out above debt 

global form and feted on the Exchange wfll remain feted ^ 

“now me farmer name of the relevant issuer 
London Stock Exchange 

DetA securities limited on the London Stock Exchanae ismiari » , 

from the Effective Date be resisted under the torTuBSAQ ^ ^TOratfon wiH with effect 

Dated 29 June 199 $ 
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There are more 
important things 
than being big. 
But sometimes 
you have to be big 
to achieve them. 

As of today, a new bank is taking the center management, over USD 600 billion in assets 
stage In the global arena. A bank committed on the balance sheet By any measure, 
to offering a greater range of services, a wider this bank Is clearfy among the top financial 
global distribution network, a faster, more services firms In the world, 

focused response to client needs than ever 

before. It's a commitment backed by more The bank Is UBS AQ. And for us, being big 

than USD 1 trillion in assets under is just the beginning. 
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Norsk Hydro looks 
at potash project 


By Komefo Sooting, 
Mtotag Correspondent 


Norsk Hydro, the world's 
biggest fertiliser producer, is 
joining the $550m (£329m) 
Udon Than! potash protect 
in north-east Thailand winch 
has the potential to change 
the face of the industry. 

The Norwegian group has 
signed a memorandum of 
understanding with Asia 
Pacific Resources, a small 
Vancouver-listed company, 
for a shareholding in the 
project and to take all the 
production from the Sam- 
boon mine, the first to be 
developed on the Udon 
Than! deposit and the first 
potash producer in Asia. 

Samboon Is expected to 
produce an annual 2m 
tonnes of potash - the main 
source of potassium, a vital 


nutrient for plants and ani- 
mals - from late in 2001. 
This represents about 5 per 
cent of today's output 

APR suggests Udon Thani 
is perfectly placed to serve 
the Asian market, the fast- 
est-growing potash consum- 
ing region, where annual 
demand, currently 11m 
tonnes. Is forecast to rise by 
54 per cent to 17ta tonnes by 
2006. 

The deal is subject to 
agreement about the extent 
of Norsk Hydro's investment 
and equity in the prelect At 
present Norsk has global fer- 
tiliser sales of about 19m 
tonnes from 17 plants in 
seven countries in Europe. It 
wants to expend and support 
its worldwide system by tak- 
ing a more direct role in pot- 
ash production. 

There has been a great 


deal of scepticism about the 
prospect of Udon Thani ever 
getting into production. 
Norsk Hydro's potential 
involvement Is not the only 
boost to the project’s credi- 
bility. 

Olympus Capital, a Hang 
Kong-based Investment 
group associated with the 
Ziff family of the US, pub- 
lishers and software produc- 
ers. is investing C$48m 
(£l9.2m) in APR. This has 
enabled APR to increase its 
stake in Udon Thani from 
65.5 to SO per cent The rest 
is held by the Thai govern- 
ment. 

APR hopes a second mine 
will be developed and Udon 
Thani might eventually pro- 
duce 5m-6m tonnes a year of 
potash, putting Thailand 
among the world’s top five 
producers. 


Equant pricing will value 
data carrier at $4bn 


Ata> Cana 


Indicative prices of shares in 
Equant, a data communica- 
tions carrier, will be 
announced this week. The 
company, an. offchoot of the 
world's is to list in 

Paris and New York In a flo- 
tation expected to value it at 
about $4bn (£2.4hn). 

Registration in Paris and 
the Issue of the French pro- 
spectus will take place on 
Wednesday. US registration 
is expected the same day or 
earlier. Some 15 per cent of 
the company will be floated, 
raising $500m-$600m. The 
proceeds will be used to 


LTC.LBSTEO 

PRBJMMAHY AMMUNCOBIT 
FOR THE FHANCIAL YEAH 
BBEDTUM 


The Board of Diracioiv of LT.C. 
U rated at a matting held on 22nd 
May, 1998 decided to raoommand 
to tti« shareholders at die 87di 
Annual Ganaral Mealing of the 
Company to be held on t2th 
August, 1998, a payment of 
dividend for the financial yaar 
ended 31st March. 1899 of Rs ASO 
par ivdnsy share (1997 - Ra 4JJ0 
per OKfinery share) on shore capital 
of Rs 2454.10 mflfan (1997 - Ra 
2454.10 nManj. The tom) Incorm 
(tar the financial year ended 3 tut 
March 1998 k Re 89273.70 mOon 
(1997 ■ Ra 59906JH fflltan). The 
profit before tax tor the financW 
year ended 31at March, 1998 ta Ra 
7914.80 mOon (1997 - Ra 586650 
wOon]. 7he net praffl aflar in tor 
the financial year ended Slat 
March. 1898 k Re 5282.00 mHon 
(1997 - Rs 3499.00 m*on). From 
the profits far the financial year 
ended 31M March. 1998 and altar 
considering transfer back of Ra 
103-20 mfllan (1997 ■ Ra lOB.M 
million) from Hotel Foreign 
Exchange Earnings Reserve, the 
dractore hove recommended that 
Ra 175.00 million (1997 - Ra 

152.00 million) ba transferred 
towards Hotel Foreign Exteonge 
Earnings Reserve besides the 
appropriation lo debenture 
redemption reserve of Ra 650.50 
mUen 0997 • Rg 385.10 mUfen) 
and general reeenre of Rs 2000.00 
irMan (1997 - Rs 342.80 mfflo n). 
The directors have further 
recommended an addition of Rs 

1100.00 mtiton to iha condngamy 
reserve (1897 - Rs 190000 nflon) 
out ai unappropriated profits 
leaving an undistributed surplus 
amounting m Rs 1609.50 mk ton 
(1997 . Rs 1284.60 mMon) The 
Register of Members al the 
Company **91 be dosed lor the 
purpose of dMdend bom i» Jidj. 
1998 to 12th August, 1998 both 
dtaya IndMlre. 


By Older of The Bonn! 
J.ia Untied 


BBChemjee 

Secret*? 


22nd May. 1998 

Regkkred Oafce: VbgMa House 
37 Chondnghee, CticuKa 700 071, 
MIA 


develop the global network 

ftirther and fund nnflrtcftHng 

Initiatives. 

The offer price, to be set 
by a process of bookbuilding, 
is expected on July 2a Trad- 
ing will start the same day. 

Morgan Stanley Dean Wit- 
ter and Salomon Smith Bar- 
ney are joint global coordi- 
nators for the ottering and 
Morgan Stanley ia the book- 
runner. Considerable inves- 
tor interest in Equant Is 
anticipated. 

Formerly known as Siia 
Telecommunications Hold- 
ings, it operates the world's 
largest data network. It pro- 
vides desktop communica- 
tions, managed data network 
services, network design and 
integration and software 
development 

Data communications is 
the fastest-growing sector of 


the telecoms market, with 
revenues increasing at more 
than 30 per cent a year, 
driven by the demand for 
internet transmission and 
other information services. 

Conventional telecoms 
opera t ors, however, have dif- 
ficulty providing cost-effec- 
tive data transmission 
because their networks have 
been built to carry voice. 
The Equant network, how- 
ever. has been constructed 
at lower cost for data trans- 
mission. 

Customers include Ameri- 
can Express, Bayerische 
Vereinsbank, the Hilton 
Group, Interpol and Swiss 
Re. The artwork, based on 
the most advanced transmis- 
sion technologies, covers 
over 220 countries and terri- 
tories. Equanfs turnover in 
1997 was 4529m. 


Tesco to build 
chain of 
petrol stations 


By Vfegtala Marsh 


Tesco. the UK’s leading food 
retailer, is to re gremi signifi- 
cantly its presence in petrol 
retafliDg. 

It aims to build a nation- 
wide chain of more than 100 
of its Tesco Express petrol 
stations, which have small 
stores attached. 

Tesco already has 14 such 
stations, mainly in the Lon- 
don area, with three In the 
pipeline for this year. 

It is now considering 
expanding the format by 
buying existing stations 
from oil companies and con- 
verting them. Most of those 
opened so for have been 
built from scratch. 

Tesco started trials of 
stand-alone petrol stations 
about four years ago, but the 
move was Ill-timed, coinci- 
ding with a petrol price war. 

It is believed, however, 
that the Tesco Express chain 
has become profitable in the 
past year, encouraging the 
group to expand. 

Like rival J Sains bury, it 
already has petrol stations 
alongside main stores. 
Supermarkets have already 
built a significant market 
presence in petrol retail at 
the expense of oil groups, 
now accounting for about a 
quarter of the market 


Pension fond 
polls f 200m 
contract 


By James Mackfcdosh 


The pension fund of 
LucasVarity, one of the 30 
largest in the UK, has pulled 
a £200m contract from Bar- 
clays Global Investors (BGD. 
The move is unusual since 
passive fond managers, who 
simply follow an index 
rather than attempt to beat 
the markets, are rarely 
s ack ed. It comes two years 
after BGI was jacked to run 
tiie fond, which is invested 
in eme rging markets. 

WIEiam MacDougai, acting 
chief investment officer of 
LucasVarity Fund Manage- 
ment, which runs 90 pea- cent 
of the £3-5bn fund, said 
LucasVarity had warned BGI 
about failings six months 
ago: “They have been 
improving, but not fast or 
for enough.” 

The main problem, he 
said, was that tracking error 

- the difference between the 
index and the fund's growth 

- was too wide. But poor ad- 
ministration, slow valua- 
tions and unacceptable ser- 
vice had not helped. 

BGI is unlikely to be wor- 
ried about the loss of a sin- 
gle contract, as It manages 
£57bn from its London office. 
The contract has been 
handed over to State Street 
Global Advisors. 


Dream merger 
may prove just 
the tonic for UBS 


UBS Male pfctrriiBi* 
toVtoSMTtofex . 
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Europe’s biggest bank has underperformed 
the market for years, writes William Hall 



Market 

movers 


I s the tide about to turn for 
UBS, Europe's biggest 
bank? Over the weekend it 
completed its merger with 
the smaller Swiss Cor- 
poration, creating a new 
$77bn giant in the world's 

fna l-rangn^l Hating finanria) 

services industry, and open- 
ing a new chapter in the his- 
tory of Switzerland's most 
powerful bank. 

UBS shares have underper- 
formed for years and did not 
spring to life until November 
1997, when, the markets got a 
whiff that a merger with 
Swiss Bank Corporation was 
on toe cards. But since then 
they have foiled to live op to 
the bullish expectations of 
many analysts who regard 

this as a dream merger in 
Europe’s over-banked finan- 
cial services industry. 

Last Friday. UBS’s regis- 
tered shares closed at 
SFr546. They have risen 
almost 30 per cent this year, 
modestly ahead of the Swiss 
market, but well behind arch 
rival Credit Suisse (ahead 50 
per cent) and other Euro- 
pean bank stocks. 

UBS has also underper- 
formed other world-class 
Swiss companies such as 


Nestle (ahead 49 per cent). 
Holderbank (up 62 per cent), 
and Swatch, the renamed 
watch maker, whose shares 
have climbed 48 percent 

Various reasons can be 
given for UBS's under- 
performance. Speculation 
about the size of derivatives 
losses at the old UBS raised 
worries about the new 
group's risk control systems. 
There was a danger that the 
New York bank regulators ' 
mi ght delay the merger to 
put pressure on the Swiss 
banks to settle the multi- 
billion dollar US class 
actions from Holocaust sur- 
vivors. Finally, there ware 
concerns that the merger 
might precipitate an exodus 
of good staff and customers. 

These concerns have 
proved unfounded. The 
merger has cleared all the 
regulatory obstacles, and 
less than 2 per cant of cus- 
tomers have defected. 

UBS’s risk management 
systems have been strength- 
ened by the switch to SBCs 
information technology plat- 
form and the new group has 
become more optimistic 
about its 1998 earnings. It 
had initially expected them 
to foil by 10 per cent but now 
says they wfl] probably be 
“somewha t hig her than 
expected”. CSFB is estima- 
ting SFrS.lbn ($3.4bn) and 
Goldman Sachs, SFr&sbn. 
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The new UBS has also 
been remarkably open about 
its targets. In 1997 it earned 
SFrSbn before restructuring 
charges on equity of 
SFr33-2bn. It aims to earn 
between SFrzObn and 
SFmbn by 2002 on equity of 
over SFrSObn. About half of 
its profits in five years' time 
win come from the relatively 
predictable and non-capital 
intensive private banking 
and asset management busi- 
nesses, and just over a quar- 
ter from the more volatile 
Warburg Dfflcm Read invest- 
ment banking division, 
which uses the lion’s share 
of group capital 
Much of the improvement 
will come from the reduction 
of nearly a quarter in the 
55,000 staff. The target is to 
reduce the cost-income ratio 
from 705 per cent to under 
60 per rent and raise return 
on equity from 1A5 per cent 
to between 15 per cent and 
20 per cent. The triple-A- 
rated bank’s tier-ooe ca pital 
ratio Is 8.3 per cent cur- 
rently, and tiie aim is to 
keep it in a per cent 
range. 


The consensus among ana- 
lysts is that the targets are 
not very demanding. Private 
hanking , the group's most 
powerful business, should be 
able to lift its earnings by 10 
per cent a year. The two 
problem areas are domestic 
ha n Icing , which just about 
brake even last year, and the 
new Warburg Dillon Read, 
which earned just over 10 
per cent on its equity. 

Given the scale of domes- 
tic loan write-offs In recent 
years, UBS’s domestic busi- 
ness should be able to meet 
Its target of a 15-18 per cent 
return on equity by 2002, 
especially since it will now 
take in some of the smaller 
private client business 
which the old UBS had 
excluded from its retail 
bank. 


good for investment banka 
as the past five, and this 
could hamper the task of 
improving WDR's profitabil- 
ity. In addition, if WDR 
wants to play in the global 
champions’ league, as 
opposed to the European pro 
inter league. It will have to 
make a big US acquisition, 
and given the present price 
of financial assets, this could 
be seriously dilutive. 

However. UBS has pteaty 
of capital and the opportuni- 
ties to raise more by selling 
its stek*** in various Insur- 
ance companies and non- 
core businesses such as tele- 
communications . hotels, mid 
electricity companies. JBy 
2002, CSFB’s Madeleine Hoff- 


man estimates, it will ba\j|| jl 
eqwty ” 


R e-booting the profitabil- 
ity of Warburg Dillon 
Read presents more of a 
hhaiiwig g. The aim is to dou- 
ble return on equity to about 
20 per cent Nevertheless, it 
is hard to believe that the 
next five years in the world’s 
RnanHai markets will be as 


SFr25bn of surplus 
capital 

Past performance suggests 
t hat Swiss bankers still pre- 
fer to spend other people's 
money rather than hand it 
>mf k to shareholders. If UBS 
were ever to hint It thinks 
otherwise, its shares would 
quickly enjoy the stock mar- 
ket re-rating which has so 
long Cluded tt 


WDR chairman acts for the sake of the parent 


Head of the SBC unit overcame his reluctance over merger with UBS, write Clay Harris and Tracy Corrigan 


H ans de Gier did not 
really want the merger 
that has created War- 
burg Dillon Read, Europe’s 
leading investment bank, 
and made him as its chair- 
man and chief executive, 
possibly the most powerful 
investment banker outside 
the US. 

He supported it because it 
made sense for his parent 
group, Swiss Bank Corpora- 
tion, which needed the link 
with Union Bank of Switzer- 
land for other reasons - to 
deal with domestic over- 
capacity in retail banking 
and to strengthen its posi- 
tion in asset management 
and private banking. 

But Mr de Gier acknowl- 
edges: Tt is absolutely true 
from a narrow investment 
banking perspective, we 
wouldn't have done this 
deal. On a stand-alone basis, 
we would have never voted 
in fovoor of a merger with 
UBS Investment banking. ” 
UBS executives learnt this 
quickly. In the week the 
merger was announced, Mr 
de Gier and his lieutenants 
came to lunch. They said - 
one UBS executive recalls - 
We did not want this 
merger. We were getting 
along quite nicely. This is 
going to be too difficult. It's 
going to be very painful, and 
if we’d been given the 
chance, we would not have 
voted in favour.” 

Among competitors and 
colleagues, Mr de Gier is 
respected for his determina- 
tion and single-mindedness. 
This has stood him, and 
WDR, in good stead during 
what Mr de Gier says was an 
'extremely demanding” lrrte- 



Hma de Glen ‘Given the dance, we would not hew voted h favour’ 


gration. It is hard to exagger- 
ate how big a shock the 
merge: was to UBS's invest- 
ment hanking staff. 

Over a decade, they had 
built a business which was 
competitive with SBC War- 
burg Dillon Read, and 
ranked ahead of it in some 
areas. But once the decision 
was made to merge, this 
counted for little. There 
were huge overlaps that had 
to be eUminateri . 

Although UBS executives 
took part and argued their 
corner, the process and job 
selection, were entirely domi- 
nated by Mr de Gier’s team. 
This was inevitable since the 
r W-Tgirrn had been made to 
build the investment bank 
on the SBC Warburg plat- 
farm. 

“Intellectually it wasn’t a 
very long debate," says Mr 
de Gier. “Everyone agreed tt 
would be highly dangerous 
and high-risk proposition to 
merge two investment banks 


and try to create a new plat- 
form. To abandon the fran- 
chise values of Warburg DQ- 
km Read would also be not 
very clever.” 

He adds: “When it came to 
professionals, we would try 
to have the best profession- 
als of the two, but I made tt 
very clear up front that we 
weren’t going to make mar- 
ginal trades. If somebody 
was 95 per cent, we weren’t 
going to swap for somebody 
who Is 105. When it comes to 
management, you're not 
going to destabilise thing s 
by putting new people in. 
That was viewed by a lot of 
UBS people as inherently 
unfair.” 

Many UBS staff felt they 
bad been betrayed by their 
own senior man^gPTnpp t in 
Zurich, who foiled to appre- 
ciate how good their own 
busin e sses wav and sold the 
pass to SBC. 

Mr de Gier says: “Emotion- 
ally, a lot of those individu- 


als started with one strike 
down. A lot of than started 
with anger because they felt 
they had been let down 
Bomehow.” 

But he ' suggests the 
merger should not have 
come as a surprise. “The 
number ot years I’ve- gone 
through life thinking ‘HOW 
long can three Swiss banks 
exist? If these people had a 
hair a brain, they should 
have thought about that 
one." 

Former UBS staff argue 
that Warburg should have 
tried to sell some of the sur- 
plus operations rather than 
destroy them. “I can assure 
you that we looked at that in 
great detail well before the 
merger was announced," 
says Mr de Gier. 

But his management con- 
cluded that teams with good 
client relationships did not 
comprise a sellable business 
in the absence of an opera- 
tional platform. UBS staff 
predict that much of the 
value lost to the new WDR 
will now migrate to other 
banks which have recruited 
the refugees. 


A lthough New York has 
not had to cope with the 
high level of overlap 
which existed in London, Mr 
de Gier admits that the firm 
has lost ground in the US as 
a result of the delay in gain- 
ing regulatory approval far 

the merger. 

"We bad hoped we would 
have saved more of the UBS 
investment made In the US 
over the past three to four 
years. If you put people in 
separate boxes for six 
months, you can't expect 
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everybody to stay put, 
we have lost people as^ 
result” 

He argues that the merged 
firm will inherit a strong 
base. UBS had built Islands 
of excellence” in certain 
industry sectors and a 
. strong US distribution opera- 
tion, as has Warburg in 
non-US equities, which fits 
well with Dillon Read’s cor- 
porate finance franchise. 

But he admits: “It’s not 
enough- The real question is 
where do we go from here? 
Can we now use the plat- 
form to build organically a 
primary equity and mergers 
and acquisitions business?” 
The merged firm currently 
employs 3,500 people in the 
US. and is expecting^ko 
increase staffing gradually. 

But building up the busi- 
ness rapidly without sinktag 
large amounts of money Into 
the project may prove tricky. 
Mr de Gier clearly would 
like to have a strong US 
presence, but knows all too 
well that attempts by foreign 
banks to build such a pres- 
ence organically have foiled. 

He also balks at the idea of 
making a big acquisition in 
the US. “Everybody is specu- 
lating about us buying- a 
bulge bracket firm and the 
last leg [ot consolidattapl 
and everything's all over. 
That is simply not a valid 
proposition. That is net 
acceptable to our sharehblv ' 
era and therefore to our- 
selves.” 

But he says he is open* to 
the idea of buying small bou- 
tiques which have incremen- 
tal value for the business as 
a whole and could be easily 
integrated. 
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Safety in 
numbers 


Zergo is one of the world's leading 
Suppliers of information security, so you 
can feel sure that when you choose us 
you're in good company. By offering 
secure electronic communications, our 
technology enables companies to enter 
the world of e-business with 
confidence. Relax in the knowledge 
that some of the world's most 
prestigious organisations depend on 
Zergo to protect and secure their most 
precious asset - information. 
wwwzergo.com 
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Record retail demand 
for EdP share offer 


8y Peter Wise in Ushoa 


^Record demand for a *2L5bn 
•global (Bering of 18 per cent 
rOf Electric! dad e de Portugal, 
*the national power utility, 
“will leave thousands of small 
'savers disappointed today, 
•wizen they will be allocated 
■only a fraction of the shares 
a they applied for. 

Bankers said retail inves- 
<tors had placed more than 
-1.5m orders for 3.66bn 
shares, subscribing for the 
57.85m shares available to 
'-P small saves more than 63 
times. Most have ordered 
'more than 2,000 shares but 
- are expected to receive only 
■ about 50 each. 

The sale is the most 
. 'heavily s ubscr ibed equity 
. offering in. Portugal to date, 
-.with 800,000 individuals - 
■ one In 10 of the adult popula- 
. ■ r tion - ordering shares. 

.- . The price was fixed yester- 
day at Es4,300 a share, a dis- 
count of L8 per cent to Fri- 
day's close of Es 4,379. This 
values the offering at 
. €s459-2bn (82.5 bn/, bigger 


than any previous Portu- 
guese privatisation. 

Because of the overwhelm- 
ing retail demand, the gov- 
ernment decided yesterday 
to reduce the. institutional 
offer from 39.25m to 27.995m 
shares and to. increase the 
retail tranche to 69.15m 
shares. 65 per cent of the 
total. An option- to increase 
the total from 97.1m to 
106£m shares is also almost 
certain to be exercised. 

Bankers said the institu- 
tional offering was twice 
subscribed, with strong 
demand from the US the 
UK and 20 per cent of total 
orders unexpectedly coming 
from Italy and Spain- 

Global co-ordinators ABN 
Amro Rothschild, Goldman 
Sachs and Banco Portugufes 
de Investimento, were under- 
stood to have been pleased 
by the decision to price the 
offering at a small discount 
to the market price. 

"A number of European 
governments have recently 
resisted giving any discount 
to the market price,'* a 


banker said yesterday. "By 
offering a small discount. 
Portugal has ensured sup- 
port for EdP shares after the 
sate and helped maintain a 
positive climate for Portu- 
guese offerings.'* 

An initial public offering 
of 30 per cent of EdP’s capi- 
tal a year ago was made at 
Es&250 a share, a price ana- 
lysts saw as considerably 
lower than the company's 
real market value. Retail 
investors, who benefit from 
discounts on official offer 
prices, have since seen their 
investments double. 

The appetite of Portugal's 
small savers for equities is 
mainly the result of a sharp 
fell in interest rates over the 
past two years that has dras- 
tically reduced the interest 
earned on bank savings. 

However, analysts are 
becoming concerned over 
the growing weight of small 
savers in the equities mar- 
ket "The bigger the role of 
institutional investors, the 
less volatile the market," 
said a Lisbon banker. 
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Bernheim 
backed as 
’Generali 
chairman 

■ By James Bfitz bi Rom 

. Antoine Bernheim was 
•i reconfirmed at the weekend 

• as chairman of Assicurazioni 
Generali, Italy’s largest 
insurer, despite speculation 
that senior figures at Medio- 
banca. the insurance group's 
largest shareholder, were 
seeking to oust him 

Amid signs of a battle for 
control of the insurance 
group between Mediobanca 
and Lazard Fr&res. Gener- 
.. -ali’s other principal share- 
holder, Mr Bernheim was 
unopposed at the Insurer's 
annual general meeting In 
. Trieste on Saturday. 

• Investors believe Medio- 
banca wants to strengthen 

■ its grip on Generali and, 
through -it on Bancs Coru- 
merciaJe Italians, another 

. big Italian lender. Generali 
is BCI’s main shareholder, 
with a 5 per cent stake in the 
. group. 

Mr Bernheim, however, is 
a senior partner at Lazard, 
which is itself keen to be 
. active in the Italian banking 
. market. Rival strategies 
have led to strains in recent 
months between Lazard and 
. Mediobanca, with the future 
. '■ HMr Bernheim at the centre 
of the struggle. 

On Saturday. Mr Bern- 
helm played down any sug- 
. gestion of a feud within the 
.group, saying “there has 

* been no discord between 
Mediobanca and Lazard over 
Generali’s strategy." He 
added: “I am vice-president 
of Mediobanca; I am asked to 
-take part in all its meetings; 

. 1 have received no oppcsi- 

• tion as regards Generali." 


BankBoston to 
invest in internet 


By Victoria Griffith 


BankBoston will act as a 
venture capitalist to gain 
access to all-important inter- 
net technology by making 
dozens, perhaps hundreds, of 
small investments in soft- 
ware companies, in return 
for special rights to use any 
new products they develop. 

The bank has not yet 
decided bow much it will 
invest, but the programme 
could easily involve hun- 
dreds of millions of dollars 
over the next decade. 

The unusual approach is a 
bid to maximise the bank's 

chances of be coming a big 

player in the all-important 
field of online banking, 
w hile minimis in g risk. 

"We cant afford to bet the 
bank on huge investments in 
a single internet develop- 
ment programme that may 
or may not work," said Hen- 
rique Meirelles, president of 
BankBoston. "The risk of 
failure is too great But we 
cant afford to sit back and 
do nothing, either. The inter- 
net i6 much too important" 

Mr Meirelles said the new 
strategy contributed to the 
bank’s decision last month 
to purchase Robertson Step- 
hens, the San Francisco- 
based investment bank. 

They have strong links to 
Silicon Valley." explained 
the president "Between the 
presence there and our head- 
quarters in the [high tech- 
nology Boston] area, we will 
be well-positioned." 

The bank is beginning to 
analyse opportunities, and 
plans to launch the pro- 
gramme In full in early 1999. 

By providing seed money 
to small, entrepreneurial 
businesses, BankBoston 


CROSS-BORDER M&A DEALS 
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TARGET 


SECTOR 


hopes to increase its chances 
of stumbling on products 
that will be big hits with 
consumers. The idea is to 
bundle information with 
financial services. 

“Someone has to figure 
out which information 
should be bundled with 
which services,” said Mr 
Meirelles. Some of the 
investments may be made 
through the bank's pasting 
venture capital arm, Bank- 
Boston Capital. "Developing 
products for the internet 
demands *out-of-the-box* 
thinking and a different 
view of risk-taking than 
most large corporations, 
especially banks, are used 
to," said Mr Meirelles. "Part- 
nerships are the way to do 
it" 

Mr Metrelles believes the 
internet will irrevocably 
alter the nature of banking. 
“If you miss this develop- 
ment, you could be out of 
the game," he said. 

The BankBoston president 
said some of the large US 
banks, distracted by mega- 
merger activity, were in dan- 
ger of paying too little atten- 
tion to internet technology. 
"The internet is something 
that needs focus," he said. 

BankBoston has already 
made a far-reaching commit- 
ment to the internet It has 
championed electronic 
cheques through a partner- 
ship with the US Treasury. 

The bank has also 
launched the popular online 
products HomeLink and Offi- 
ceLink. which aside from 
o nlin e services such as 
transfers and bill-paying, 
alerts customers when bal- 
ances fall above or below a 
certain, amount, or when a 
cheque has not cleared. 


VALUE COMMENT 


.Seagram (Canada) 


PotyGram (N lands) 


Music 


$10.4 bn Renegotiated 




Nobel (N’tands) 


Courtaulds (UK) 


Ctamfcate 


$3bn 


Control gained 


Valeo (Ranee) 


Electrical Systems (US) Auto components $1.7bn TTT disposal 


Telefonica wn (Spam) CRT (Brazil) 


Telecoms 


SI bn 


Consortium buy 


'Men«l Lynch (US) 


Midland Wohvyn (Canada) Financial sives S8&5m Strategic step 


BBV (Spain) 


Banco SHIP (Chile) 


Barking 


$350m 


LatAm advance 


Kingfisher (UK) 


BUT (Ranee) 


Retailing 


$172m Control the god 


Petroleum Gw (Norway) Atlantic Power (UK) 


OH & gas fives 5105m Friendly merger 
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Universal Studios (US) Port Aventura (Spain) Leisure 


567m 


Pearson disposal 


pokfarbsnk (SwKz) 


Tenggara (Malaysia) 


Cement 


529m Taking 70% 
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UBS 


Based on the resolutions of the General Meetings of Shareholders of 
Union Bank of Switzerland and Swiss Bank Corporation as well as 
UBS AG and after having received the necessary approvals, the 
merner of Union Bank of Switzerland and Swiss Bank Corporation 
with UBS AG was entered on 26/29 June 1998 into the commercial 
reaisters of Zurich and Basle-City. In particular, ali assets and 
liabilities of Union Bank of Switzerland and Swiss Bank Corporation 
were transferred to UBS AG. 

The registered shares of UBS AG are traded on 29 June 1998 for the 
first time on the Swiss Exchange and are included in the inctaes 
SMI", SPP. STOXX 50, STOXX 500 and the respective sub-indices. 

29 June 1998 

UBS AG 
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Jar dine 
Fleming 
cuts staff 


By Louise Lucas 
In Hong Kong 

Jardine Fleming Investment 
Management yesterday axed 
38' of its Hong Kong staff, 
bringing the total number of 
casualties at the fund man- 
agement arm to 100, or 14 
per cent, this year. 

The company, jointly 
owned by Robert Fleming of 
the UK and Jardine Mathe- 
son, the Hong Kong con- 
glomerate, has been less 
aggressive than its peers in 
laying off Hong Kong staff. 

It attributes its caution to 
a fear of jeopardising its 
franchise: as its exclusive 
domain is Asia, it cannot 
afford to risk losing its posi- 
tion and has thus spent 
more time considering how 
best to restructure its 
operations in response to the 
Asian financial crisis. 

The latest job losses are in 
three areas: unit trust 
administration, marketing 
and sales, and jobs linked to 
the localisation of businesses 
to Taiwan and Tokyo. 


Heidelberger to expand 


By Peter Marsh 

Heidelberger Druckmas- 
chinen of Germany, the 
world's biggest maker of 
printing equipment is plan- 
ning an investment of up to 
DM400m (5221m) to develop 
a new family of computer- 
ised printing systems for 
newspapers. 

It also aims to double its 
sales in Asia in the next five 
years as a result of the high 
demand in this region for 
printing. 

The company announced 
that net profits in the year 
ended March 31 rose 42 per 
cent to DMSOOxd. from 
DM 353m in 1996-97. Sales 
increased 33 per cent from 
DM5.1 bn to DM&8bn. 

This partly reflects the 
incorporation into the com- 
pany of acquisitions, includ- 
ing German pre-press maker 
Linotype-Hell, which was 
bought in 1996. 

Heidelberger’s main activ- 
ity is making printing 
systems for magazines 
advertising material. It has 
only a small part of the 
global business in making 
printing systems for news- 
papers. 


Id the past two years Hei- 
delberger has been frus- 
trated in its attempts to 
enter this field through 
acquisitions. 

The company was rebuffed 
in its efforts to buy all or 
part of Germany's Roland - 
part of MAN engineering - 
and Goss Graphic Systems of 
the US. These two compa- 
nies are the world's biggest 
makers of newspaper print- 
ing equipment. 

Hartmut Mehdorn. Heidel- 
berger chairman, said the 
company was still deter- 
mined to enter the newspa- 
per printing business, and 
would now probably do this 
through creating its own 
specialised equipment for 
this market 

"We will make the final 
decision on this in the next 
year," he said. 

Mr Mehdorn sees strong 
growth ahead in newspaper 
systems as news groups step 
up investment in new 
presses that can be digitally 
controlled to provide more 
flexibility, and give better 
colour reproduction. “There 
is a lot of potential in this 
market" he said. 

As part of the company's 



Hartmut Mehdom: seeks 
foothold In newspaper side 

plan to step up annual sales 
to DMlObn by 2003, Mr Meh- 
dorn wants over this period 
to double Heidelberger *s rev- 
enues from Asia, including 
Japan, from about DM7Q0m 
last year. 

Although he expects the 
region's economic problems 
may take some time to 
resolve, Mr Mehdorn says 
there is vast potential to 
expand sales of printing 
systems in the region. 

This is linked to improve- 
ment in literacy standards, 


and increased investments 
by manufacturers in Asia in 
fields such as packaging. 
which normally require new 
printing systems. 

“We will do this [expand 
in Asia} by bringing out new 
products, increasing our 
sales and service staff in the 
region and stepping up train- 
ing programmes for custom- 
ers." he said. 

About 2*500 of Heiddber- 
ger's 21,000 employees are in 
Asia. The company Is one of 
Germany's biggest engineer- 
ing exporters. Most of its 
plants are in Germany but it 
has just IS per cent of its 
sales in that country-. A 
quarter of Heidelberger's 
sales are in the US. its big- 
gest market. 

Heidelberger floated 17 per 
cent of its shares in Decem- 
ber last year, with the 
remainder held by institu- 
tions. including the RWE 
electricity utility. Commerz- 
bank and the Allianz insur- 
ance group. 

The company expects that 
in the next few years it will 
Doat a further proportion of 
its shares, although (his 
decision will depend un us 
main existing shareholders. 
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ANGLOGOLD LIMITED 

Or'ccrporaled n the BepUrflc at Sort* A/na) 
attqbmlon nunAar 05 / 17354 / 06 ) 

("Anglogold") 


and 


l I 

* H 



EAST RAND GOLD AND 
URANIUM COMPANY UMITED 

(iKaponted n the Rtpubtc ol South Atrial 
fttgfatrution number 71/07001 AM) 

("Ergo") 




EASTVAAL GOLD 
HOLDINGS UMITED 

(tncaponud «i the Rrpubfc oi South AMuj 
(Regulation number 91 /04409/06) 

("Eastvaal") 


f 



ELANDS RAND GOLD 
MINING COMPANY UMITED 

(kiovparand In the RepuMc at South Mia) 
(R&pttraoafi number 74 / 0 M 77 /O 6 ) 

(“Handsrand") 


FREEGOLD 

FREE STATE CONSOUDATED 
GOLD MINES UMITED 

(ktemporMed n the RepitbtK ol South Alrtc.ii 
(BegBtraDon number 05*282)0/06) 

("Freegold") 





SOUTHVAAL HOLDINGS UMITED 

(Tncoporwed in the Oefubfic 0 / South AMcjj 

(Be^anioon rwnbe, 66/11806/06) 

("South vaoT) 


WESTERN DEEP LEVELS UMITED 

(Incorporated in the RrpUrOc of South Atria) 
[ BwjrtTW h m number 57 / 02349 / 06 ) 

("Western Deeps") 


H j JOEL GOLD MINING COMPANY LIMITED 

(Incorporated m Che RepUrfc 0 / South Aha) 

(Rrggtrauui number 85/01995/06) 

(-HJjoeO 


(collectively "the Participating Companies") 


Acquisition of the participating companies by Anglogold by 
way of Schemes of Arrangement in terms of Section 51 1 of 
the Companies Act ("the Schemes") 


The Schemes of Arrangement in terms of which: 

- existing shareholders of the Participating Companies will 
receive new Anglogold shares On ratios announced on 
30 March 1 998); and 

- the Participating Companies will become wholly-owned 
subsidiaries of Anglogold, 

were sanctioned by the High Court of South Africa 
(Witwatersrand Local Division) on 23 June 1 998. All necessary 
documents (other than the documents relating to Eastvaal) 
were registered by the Registrar of Companies on 26 |une 
1 998 ("the Record Date"). 

Accordingly, all conditions precedent have been fulfilled and 
the Schemes (other than the Eastvaal Scheme) became 
operative with effect from 29 June 1 998. The listings of the 
Participating Companies (other than Eastvaal) on the ]5E and, 
where applicable, the stock exchanges in London and Paris, 
were terminated at the close of trading on 26 June. The 
existing share certificates of those companies (other than 
Eastvaal) ceased to be of any value after 26 June 1998, other 
than for the entitlement, upon their surrender, to receive the 
abovementioned Schemes' considerations. 

In the case of Eastvaal, the relevant documents are expected 
to be registered by the Registrar of Companies on 10 July 
1998. Consequently, the Eastvaal Scheme will become 
operative with effect from 1 3 July. The listing of Eastvaal on 


the jSE will be terminated at the close of business on 10 |uly 
1 998 and the existing Eastvaal share certificates will cease to 
be of any value after 10 July 1998, other than for the 
entitlement of Eastvaal members, upon their surrender, to 
receive Eastvaal's consideration. 

Existing members of the Participating Companies will receive 
a certain number of new Anglogold ordinary shares for every 
1 00 shares held on the Record Date and/or a pro rata number 
of Anglogold ordinary shares. Fractions of new Anglogold 
shares will not be allotted. In lieu thereof. Participating 
Companies' members will receive the cash equivalent 
representing the value of such fractions based on a price of 
R1 95,00 per share. 

The Anglogold share certificates and fractional payments, if 
any, due to members of the Participating Companies (other 
than Eastvaal) who surrendered their certificates prior to the 
Record Date will be posted on 3 July 1 998 (Eastvaal - 1 7 July). 

Members of Participating Companies who have not already 
lodged their share certificates must do so under cover of a 
surrender form in order to receive their Anglogold share 
certificates and cheques for fractional payments, if any. 

A further surrender form will be posted, together with a copy 
of this announcement, to all members entitled hereto. 

Johannesburg 
29 June 1998 


Independent Financial Adviser to Anglogold 
SBC Warburg Dillon Read 

independent Financial Adviser to Ergo, Elandsrand, Freegold and 
Western Deeps 

Standard Corporate and Merchant Bank 

Independent Financial Adviser to Eastvaal, K J Joel and Southvaaf 
HrstCorp Merchant Bank Limited 


Legal advisers 
Webber Wentzel Bowens 
Maponya Inc. 

joint Sponsoring Brokers in South Africa 
SBC Warburg Dillon Read 
Smith Borfcum Hare 

Sponsoring Broker in the United Kingdom 
SBC Warburg Dillon Read 
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ANGLO AMERICAN CORPORATION 
OF SOUTH AFRICA LIMITED 

(Inc or p u ntfcd la d* of SomA Afrm) 

O niyay Ivnan No. 01 0530906 

NOTICE TO HOLDERS OF SHARE WARRANTS 
TO BEARER OF FORTHCOMING 
ANNUAL GENERAL MEETING 

Notice is hereby given that the eighty-first annual general 
meeting of members of Anglo American Corporation of Sooth 
Africa limited will be held on the 18th Floor of 55 Marshall 
Street, Johannesburg on Thursday, 6 August 1938, at QJHX), 
for the following business: 

1 . To receive and consider the annual financial statements for 
the year ended 3 1 March 2998. 

2. To elect directors in accordance with the provisions of the 
Corporation's articles of association. 

3. To consider and, if deemed fit, to pass, with or without 
modification, an ordinary resolution placing the un is s u ed 
shares under the authority of the directors as set out in the 
ordinary resolution. 

4. To consider and, if deemed fit, to pass, with or without 
modification, an ordinary resolution authorising the 
directors to issue reserve ordinary shares of 10 cents each 
for cash, without restrictions as to whom the shares will be 
issued, as and when suitable opportunities arise, subject to 
the conditions set out in the resolution. 

Holders of share warrants to bearer who wish to attend in 
person or by proxy or to vote « any general meeting of the 
Corporation must comply with the regulations of the 
Corporation under which share warrants to bearer are issued. 

A member entitled to attend and vote at the meeting is 
entitled to appoint a proxy or proxies to attend, speak and vote 
in his stead. A proxy need not be a member of the 
Corporation. IF required copies of the unabridged notice of 
meeting forms of proxy are available from the Head office 
and London office of the Corporation. 


29 June 1998 

Registered and Head Office 
44 Main Street 
Johannesburg 2001 


London Office: 
19 Charterhouse Street 
London ECI N 6QP 


Hu 1998 annual report and financial statements an being 
posted to registered shareholders and copies are available for 
holders of share uammts to bearer from the London office. 





Francois M. de Visscher 
David C. Olson 
Richard F. Allen 
& 

Pitcairn Trust Company 

an pleased to announce the expansion of 
de Visscher & Co. through the creation 
of a uniquely-focused financial advisory, 
investment banking and private equity 
firm sending the needs of family-owned 
and closelv-held businesses. 


rr de Visscher. Olson Ac Allen LLC 

104 Field Poini Road 

— " Greenwich. Connecticut 06830 

r ..-- Telephone: 203.629.6500 

Fax: 203.629.6547 

“ E-mail: worldhq@iievisitcher.com 

— Website: www.devis.scher.com 
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£200,000,000 

Floating Rate Notes due 1999 

In accordance with the provisions of the Notes, 
notice is hereby given that the Rare of Interest for die 
three month period ending 24th September, 1998 has 
been fixed at 7.9375% per annum. The interest 
accruing for such three month period will be 
£200.07 per £10.000 Bearer Note, and £2,000.68 
per £100.000 Bearer Note, on 24th September. 1998 
against presentation of Coupon No. 18. 

Union Bank of Switzerland 
London Branch Agem Bonk 

24th June. 1998 % 
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Notice In Bondholders 

Hanil Cement Manufacturing Co., Lid. 

pnaaeonudomo ffcnXacof tow mm fcrteaasMyt 
l*a"C<»np»qH 

US. SI 5^00, 000 

&25% Convertible Bonds dun 2004 

PfWSanOfl 

NOTICE IS HEREBY GIVEN tote hokfcn of te Banda fat me Board otDtam 
rt the HM Cement MFg. (the ‘Company*) by rasoMtora daM April 1. 1998 
[mposod te ISSub (X 74(43} alms ol te company's Caramon Slock by way ot 
right am to GftareMBen ti te mao of OJS Xm tor eadi share held m on 
Apm 22. 1 998 (the Ttooora Daw*}, ana SBB.437 stuns ol lb Common Sac* by way 
d a bonus issue to MiehoUm In the rBW ol Gi bonus than tar such share naM 
39 on Jin 5.1688 (te ‘Record Date*) Ai a «esufto(tertgMa*M In accordance 
trtftTiMOoteeonsauBnjjte Bonds. teaxwsrafon price Won 

sa.8SH » Won 50.813. Subsequently as a taaUt ct Bn bonus issue te cementan 
pneo has bean adjusted bj Won 46,W. 

Tlw CteMUanhtew Bank 

tarandonbehaRof rtCHASE 


Hand Con 


lngCo,LM 


The Republic of Italy 

US$500,000,000 
Floating Rate Notes doe 2000 

In vcordance with the provisions of the Notes, notice is hereby 
given that for the Interest Period from 29th June, 1998 to 29th 
Decembw. 1998 the Notes will cany an interest rate of 5.8 125ft 
per annum. TV interest payable on the relevant interest 
payment dale. 29th December. 1998 will he US$295.47 per 
USSIOOOD N<W and USS7J86.72 per USS25Q.OOO Note. 


tataitoBancarloSanPaoto <fl TbrinoS-pA, London 
SMilunc.IWB ofAgotBrnA 
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INTERNATIONAL BONDS REPORT SEES LIMITED GROWTH IN ASSET-BACKED SECURITIES 



ABS on slow track in Europe 


By Edward Luce 


Bankers In London and 
elsewhere are rubbing their 
hands at the prospect of the 
rapid growth in Europe's 
asset-backed bond market 
after monetary onion. 

Recent deals - among 
them the securitisation of 
royalties from old cinema 
classics, gate receipts from 
sports stadia and revenues 
from old-age nursing homes 
- have underlined the expec- 
tation that Europe will be 
creative when It comes to 
floating its assets. 

However, a report released 
by Merrill Lynch* last week, 
argues that the widely 
expected explosion in the 
issuance of asset-backed 
securities in Europe may go 
off with mare of a fizzle then 
a hang after Emu . 

“There will be strong 
growth in asset-backed secu- 
rities in Europe but expecta- 
tions have been exagger- 
ated," said Alexander 
Batchvarov, an analyst at 
Merrill Lynch. “Many at the 
factors that influenced the 
growth in securitisation in 
the US are simply absent in 
Europe." 

For example, a large share 
of the asset-lacked market 
in the US is taken up by 
bonds linked to credit-card 
receivables and other forms 
of consumer finance. This 
has been driven by the rapid 
growth In personal and 
household credit in the US 
over the last two decades. 
Ranks an d finance compa- 
nies have issued tens of bil- 
lions of dollars worth of sec- 
uritised credit-card 
receivables. 

In Europe, however, the 
debit card continues to play 
a prominent role. The aver- 
age number of credit cards 
in tile US Is 1.5 per person, 
compared with Qj. per per- 


son in Fiance and Germany 
and 05 per person in the UK. 
The differential is similar 
between the car loan and 
household improvement loan 
markets in the US and conti- 
nental Europe. 

Second, there is also a 
large market for securitised 
mortgages in the US. Again, 
differences Ur credit and 
ownership culture mean con- 
tinental Europe is unlikely 
to replicate the size of the 
mortgage market in the US. 
True, banks in Switzerland, 
Italy and Germany have 
recently issued mortgage- 
backed deals in those coun- 
tries but the scope for 
growth is restricted. 

Apart from the fret that 
there are much lower rates 
of home ownership, the 
growth of the mortgage- 
backed bond in Europe is 
limited by the fact that large 
publicly guaranteed mort- 
gages already dominate the 
market in the form of Pfand- 
briefe. These are bonds 
issued by public banks or 
guaranteed by the public 
sector that are collateralised 
against a general portfolio of 
loans and mortgages. The 
German Pfandbrief sector is 
the second largest asset 
Hags of bond in Europe after 
Italian government bands. 

Third, the European mar- 
ket remains hampered by 
tire variation in regulations 
and market conventions 
across Europe. For example, 
it would be difficult for a 
European car company to 
securitise its trade receiv- 
ables given the fact that 
sales contracts vary widely 
from country to country. 

To qualify for a good 
credit rating, the borrower 
must ensure that all the Sec- 
uritised assets are fungible 
with each other, which is 
rarely the case for a Euro- 
pean company. 


10-year beu cfa n w ri c bond ytokte 

Percent 

63 V 
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Nevertheless - and in con- 
trast to the US - there is 
genuine scope for a rapid 
growth in securitised loan 
i j ggnimrg in Europe. Unlike 
in the US, where companies 
already rely heavily for 
funding on the corporate 
band market, loans as a pro- 
portion of gross domestic 
product remain high 

However, returns on these 
assets are low. The new 
stress on shareholder value 
and the development of more 
sophisticated ways of man- 
aging balance sheets means 
Europe's banks will probably 
lead the development of 
Europe’s asset-backed mar- 
ket, says Merrill Lynch. 

“There is huge potential 
for the growth in collateral- 
ised loan obligations [the 
securitisation of loan portfo- 
lios] in Europe," says the 
head of asset-backed securi- 
ties at a European bank. 
“We expect CLOs to became 
one of the largest asset clas- 
ses In Europe after Emu." 

Also, and again in contrast 
to the US. the securitisation 


Jon 


of public-sector assets is 
expected to grow steeply in 
the next few years. 

Already, several European 
governments have securit- 
ised public assets, ranging 
from official credit export 
loans in Italy to housing 
owned by the Ministry of 

Defence in the UK. Given the 
tight budgetary constraints 
on governments after Emu, 
this is expected to increase. 

“Governments will be 
looking to raise money off 
balance sheet," said Mr 
Batchvarov. “Securitisation 
Is one obvious way.” 

Overall. Merrill Lynch 
expects growth of about 
25 per cent a year in the size 
of Europe’s asset-backed 
market. Although a far cry 
from some of the more 
extr ava gant predictions that 
have been made, this is 
plenty in the context of what 
might have been expected 
two or three years ago. 

ABS in Burolamh FuB speed 
ahead? Merrill tench, 

June 23 1998 


PowerGen agrees £1 .9bn buy 


By Vfr^ria Mareti 


PowerGen, Britain’s third 
largest power generator, win 
today announce the £l-9bn 
($3.l6bn) purchase of East 
Mi dlan ds Electricity from 
Dominion Resources less 
than two years after the US 
group took over the regional 
electricity company. 

The deal will involve 
PowerGen taking on some 
£lbn in debt and making a 
cash payment far the bal- 
ance. The UK group, which 
has a strong balance sheet, 
has arranged a loan facility 
to cover the full amount 

However, it is expected to 
raise more than £lbn 
through the sale of generat- 
ing capacity and non-core 
assets in the medium-term. 

The purchase of East Mid- 
lands is a personal triumph 
for Ed Wallis, PowerGen 


rViainnan, who has long lob- 
bied for the group to be 
allowed to buy a regional 
electricity company and cre- 
ate a vertically-integrated 
power group. 

PowerGen’s earlier 
attempt to buy a rec. a 
£1.3bn bid for Midlands Elec- 
tricity, was blocked by the 
then Conservative govern- 
ment in 1996. 

Mr Wallis could also soon 
find himself at the bead of a 
much larger group. In a sep- 
arate move. PowerGen is 
negotiating a merger with 
Houston Industries, one of 
the top 10 US electricity util- 
ities. 

It is understood that if the 
merger goes ahead, Mr Wal- 
lis would be its chief execu- 
tive with Don Jordan. Hous- 
ton's chairman, becoming 
the enlarged group’s non- 
executive chairman. 


Dominion agreed to take 
over East Midlands in a deal 
worth about £L8bn in 1996. 

PowerGen, winch has been 
urged by the government to 
sell some of its power plants, 
will not be buying East Mid- 
lands' generating assets. 

The group has yet to 
decide which of its power 
plants it will sen but it is 
expected to shed about 
2.00QMW of its 14.000MW 
capacity. 

It has already put up far 
sale its offshore oil and gas 
interests, mainly in the 
North Sea. These are expec- 
ted to raise up to £400m. 

The proposed merger with 
Houston, which would create 
one of the world's biggest 
electricity groups, with a 
market capitalisation of 
more than £10bn, is still 
some weeks away. 

The company’s advisers 


are understood to be 
attempting to create a group 
with a similar stru ct ur e to 
that of Royal Dutch/ Shell, 
the Anglo-Dutch ail group. 

This would create two sep- 
arate companies quoted in 
Tterto n and New York each 
owning their own operating 
companies in the UK and the 
US. 

This would enable Power- 
Gen to keep Its FTSE 100 
listing and allow Houston to 
keep its place in the Stan- 
dard & Poor’s 500 index. 
Without the index listings, 
many institutional investors 
would be unable to hold 
shares in the merged group. 

Dual listings would also 
help the companies get 
round US laws preventing 
non-US companies from 
holding nuclear assets such 
as Houston's nuclear gener- 
ating plants. 


NEWS D IGES T 


telecoms 


AT&T moves to reassure 
markets over TCI deal 

th. unusual 

announced. The US telecoms second 

time, giving a more a«anea ^ •o )n > 

TTB company said ft 

over a period of five years so that dstomerocou®n^wom»- 

'"mSS tonstmng, chairm^ 
national Wacom* company abroad^ut dd nert 
acquisitions or investments. "You should notBXperta paraoe 
ofdButkm - but you should not expact us not to take advert- 
taoe of the opportunities out there, - he said. 

AT&T's sharaslostwwther «1« on Friday to end th» wage 

at $5644. They stood at $65% before the pyr^ ^ was 

announced on Wednesday. TTwd^va^ 

$33bn, based on AT&T’s most recent share price- ww 
also assume TCI's Sllbn of debt. 

Richard Waters, New York 


OIL 


BP in Azerbaijan talks 

British Petroleum is in talks with SOCAR 
pany of Azerbaijan, over a multi-biUton dollar deal to develop 
a new offshore block in the Caspian Sea. U* oompary oon- 
firmed discussions were taking place over the Abikha block, 
recently renamed Araz. 

President Heydar Aliyev is keen to sign the deal, atong with 
two others, during his state visit to London on July 21 .Last 
week he ordered contracts to be prepared, according to a 
spokesman at SOCAR. However. BP was not certain negotia- 
tions would be finished in time. 

The deal would enhance BP’s position in Azerbaijan, ana- 
lysts said. The company already has a 17 per cent operating 
share of the flagship oil consortium Azerbaijan International 
Oil Company, which already produces more than 50,000 bar- 
rels per day, BP also has a 253 per cent share of the nearby 
Shah Deniz field, which will begin drilling next week. 

The Araz block is 1,400 square kilometres on the eastern 
Baku archipelago. Reserves ere so for unknown, said Khosh- 
bakht Yusufzade, head of geology at SOCAR. which esti- 
mates it will cost $4bn to develop the three blocks. It is 
understood if the deal goes ahead BP will provide the financ- 
ing for the development of the block In exchange for an 

equity stake. As negotiations stand, the deal would be a pro- 
duction-sharing agreement, with SOCAR and BP each holding 
a 50 per cent share. Other international oil companies may 
acquire an interest at a later stage. Bath Exxon of the US and 
Royal Dutch/Shell are said to be interested. 

Azerbaijan is also preparing contracts for two other sepa- 
rate deals with British companies - Monument OH and Gas 
and Aberdeen-based Ramco. The deal with Monument, 
announced earlier this month, is to develop the shaBcrw-watar 
foam field, estimated by SOCAR to contain more than Ibn 
barrels of recoverable oil. The second deal, stfll under negoti- 
ation, is a production-sharing agreement with Ramco to 
develop Muradhanli. Azerbaijan's largest onshore field. 
Gartotta GaR, Baku and Arkady Ostrovsky 


DEUTSCHE TELEKOM 

Mobile arm plans new tariff 

Deutsche Telekom, toe German telecoms giant, win Intensify 
price competition in the country's mobile telephone market 
today by announcing plans for a “local" tariff expected to 
offer savings of up to B0 per cent 
The move by Its T-Mobfl subsidiary, which operates the Dt 
mobile network, reflects Deutsche Telekom’s determination kfc* 
regain ground on D2, Germany's biggest digital mobile tele- 
phone business. D2 is corrtrofled by toe Marmesmann indus- 
trial conglomerate. Under Deutsche Telekom's plans, D1 cus- 
tomers would be able to select a particular calling zone In 
Germany and pay special local rates to calls in that area. 

Ralph Atkins, Bonn 
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eURDFIMB 

European Company for the 
Financing of Railroad Reflag 
Stock 

¥20,000,000, 000 

Floating rate notes due 2005 

Notice is henby given that 
for the interest period 29 Ame 
1998 to 29 December 1993 the 
notes l ojQyx my an Interest rate 
of 0.51766% per annum. 
Interest payable on the 
releuant interest payment date 
29 December 1988 icffl amount 
to Yen2,63l per Yen 1.000.000 
denomination. 

Agent: Morgan Guaranty 
Trust Company 

JPMorgan 
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WdlaiMl Bank pic 

Undated Hosting Rate Primary 
Capital Notes 

Ngfca ■ hsnby gl«wi that tar ttia 
*x monte irans Period born Juw 
29, 1B98 to December 29, 19B8P83 
Days) tte Now Rate has bean 
ttawni eiw l at 6% per annum. 
ThointeWpayabtamOBralerani 
towm p««in«nt dm. Decomber 
2a 1998 am be US. 530500 per 
U.S. 510P00 nominal imri. 


fylbCtaeMAiW 
Lwfcal— i— I 

June 29. 1996 0 CHA3£ 


THE ROYAL BANK OFCANADA 

U-S-5350JQQJM Floating Rata 
Debentures due 2DQ5 
In acconfmce with the Terms and 
ComStions at the Debentures, the 
[merest rate lor the period 30th 
June. 1998 TO 3 tk July. 1SS8 
has been fixed at 538K per annum. 
On Slat July. 1998 interest ot 
U5.S4S51388 per ULS.S1JXI0 nominal 
amount of the Debentures wrfl be 
due for payment. Hie raw o( interest 
for the period commencing 31 st 
July. 7988 w fit be determined on 
29th July. 1998- 

Agent Bank and 
frying Agem 

§Sa ROW. BAT* 

§83 OFCANADA 
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ACCOUNTANCY THE FIRM CREATED BY THIS WEDNESDAY’S M ERGER OF TWO OF THE BIG SIX WANTS TO PULL AWAY FROMTHE PACK - BUT THE PACK ITSELF IS CHANGING 

Number-crunching Even the grafter 

drives global, zeal ff $£ CM fi sees harder 

r | this week the familiar vice to the boasts marie in hopes to move on to a fully ■/ / \ \ l 

I World Of the Bis Six the pliwsv rlipnt hrwViurM intun -atad nrnfit chortnx II J- \ I \ r^Ki l 


Number-crunching 
drives global zeal 

T his week the familia r vice to the boasts made in hopes to move on to a 
world of the Big Six the glossy client brochures, integrated profit shi 
accountancy firms The Pwc mereer ts hetn? mrvlpl wMlp.lhp Rrm'o 


T his week the famtu^r 
world of. the Big Six 
accountancy firms 
becomes the new world of 
the Big Five with the merger 
of Price Waterhouse and 
' Coopers & Lybrand on 
Wednesday. 

The question is whether 
this is the latest stage in the 
boiling down of the Big 
Eight which began in the 
late 1980s, ora sea change in 
a' sector with annual reve- 
nues of-$50bn. 

On the face of it, the 
merger simply appears to 
shuffle the old pack, 

Pri cewa terhouseCoopers 
(pwO, as it will be called, 
moves ahead of Its rivals 
with combined revenues of 
Jl3bn, compared with Ernst 
& Young and KPMG with 
annual revenues of about 
*9bn each, and further ahead 
of Deloitte Touche Tahmatsu 
on $7.5bn in 1997-8 revenues. 

Andersen would be top- 
pled from global leadership 
to last place If its dispute 
with its sister firm Andersen 
Consulting ends in divorce. 
It will emerge with revenues 
of $&2bn, while the consul- 
tancy side will take revenues 
of ttkibn. on 1997 figures. 

Behind the revenue figures 
- which give little indication 
of profitability - something 
more fundamental is hap- 
pening. 

The force which fired the 
merger Is simple: the desire 
to be a truly global organisa- 
tion. Globalisation among 
accountancy firms allows 
them to capitalise on the 


vice to the boasts m a d e in 
the glossy client brochures. 

The PwC merger is being 
used as a catalyst to bring 
about an integrated global 
management structure In 
the combined firm. 

From July 3, about 90 per 
cent of the revenues of PwC 
will be generated within an 
Integrated organisation - 
and global Investment will 
flow out But some key prac- 
tices, such as those in Japan 
and Korea, will not be inte- 
grated for some time 
because of regulatory and 
cultural reasons. Even for 
the world’s biggest profes- 
sional services firm the 
dream of a truly global net- 
work is still Just beyond 
reach. 

I n contrast KFMG - nor- 
mally labelled as a loose 
federation by competi- 
tors - believes that its failed 
merger with Ernst & Young 
provided the spur to build a 
global executive and invest- 
ment structure, by forcing it 
to come to terms with what 
needed to be done. Today, 
KFMG will announce a new 
full-time international execu- 
tive team dedicated to global 
development. 

A “clean break” to a new 
rewards system is being 
devised to bind member 
firms and partners into a 
global organisation and 
senior executives forecast 
that more than 90 per cent of 
KFMG member firms will 
Join. 

E&Y has had a similar 


hopes to move on to a fully 
integrated profit sharing 
model, while the firm’s con- 
sulting arm has been fully 
integra ted for several years. 
While KFMG felt its failed 
merger had speeded up its 
globalisation, E&Y thinks it 
was distracted from progress 
for six months as a result of 
the merger talks. 

At Deloitte Touche Toh- 
matsu a ' new integrated 
international structure 
should be in place by spring 
1999. The firm's consultancy 
practice Is already global, 
embracing almost all mem- 
ber firms. 

DTT believes it will end up 
dose to full integration but 
is wary of Jumping too far in 
case it alienates clients who 
still want local expertise and 
to work within their own 
culture - a significant factor 
in Japan. US AhairT n n n Mich- 
ael Cook pinpoints why the 
firm must globalise: “Our 
clients want us to be their 
eyes and ears around the 
world.” 

Arthur Andersen’s global 
structure was set up in 1977. 
Its 112 member firms are 
seen as “spokes in the 
wheel” of a global organisa- 
tion with Andersen Consult- 
ing providing a further 63 
spokes of its own. 

It is happy with the struc- 
ture, which would survive 
even if Andersen Consulting 
did demerge. 

Meanwhile it is out to 
poach people and practices. 
It has already picked up 
Chile and Brazil hum C&L, 
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been poached including an 
entire computer risk man- 
agement team in Switzer- 
land. 

No one underestimates 
Arthur Andersen’s ability to 


market for providing ser- - thrive: “They are the ulti- 


vices to companies that are 
themselves globalising. They 
can also reap profits from 
consultancy services in 
areas such as IT, business 
strategy, change manage- 
ment, human resources and 
outsourcing. 

Despite all the talk in the 
2980s about the “seamless 
global service" on offer to 
clients of the Big Six, the 
reality was. very different. 
During the mergers the Big 
Six have had to confess that 


The merger may change for ever 
the professional services sector: 
history shows that the bigger 
firms are, the faster they grow 


structure to the one envis- 
aged by KPMG for about 
four years, according to 
senior executives. 

“Right now we are glob- 


global integration, still .had _ ally managed," says Phil 
to be achieved. Now the sec- Xaskaway, E&Y.'s - global 
tot is racing to match ser chairman. Within a year it 


and senior executives say six 
other deals are close - four 
of which involve PwC mem- 
ber firms. One of the six 
Involves a firm of compara- 
ble size to a large European 
practice. 

Teams of experts have also 


mate marine corps in the 
sector - they’ll catch up," 
said the chairman of a Big 
Five firm. 

There is one other way in 
which the PwC merger may 
change far ever the profes- 
sional services sector: the 
history of the industry 
shows that the bigger firms 
are, the faster they grow. 

The leaders of PwC want 
to pull clear of the pack and 
create a “breakaway firm". 
However, while size is 
important, skills also matter: 
“If yon pat two crows 
together yon don't get an 


eagle,” said one US 
executive of a competitor. 

PwC hopes that from its 
breakaway position, the 
principal restraint on growth 
- the skills shortage - would 
be overcome as talent would 
flock to the market's dear 
leader. 

T here is a risk that the 
two to three years of 
the merger process 
will waste time and money. 
This will coincide with a 
period when firms should be 
concentrating on securing 
work from the current wave 
of mega-mergers across sev- 
eral industries: every big 
corporate merger reduces 
the audit market by one cli- 
ent 

PwC may be too busy 
dealing with “Noah’s Ark - 


By Tony Jackson 


two of everything", as one 
competitor puts it. to 
concentrate on its cheats. 

While PwCs rivals doubt 
its chances of being able to 
stay ahead of the pack, they 
acknowledge that Jim 
Schiro, the firm's new chief 
executive, is impressively 
qualified to try. 

Before the launch of the 
world's biggest professional 
services firm on Wednesday, 
Mr Schiro has been travel- 
ling the world to motivate 
9,000 partners to build it into 
a breakaway firm. 

“I was born excited," he 
says. “I tell our partners that 
if they were born excited 
they have to stay that way. 
If not they should get 
exdted." 


Jim Kelly 


As the man charged with the 
nuts and bolts of putting 
Coopers & Lybrand and 
Price Waterhouse together, 
David Hadfield is clear on 
one tiling. Wednesday's for- 
mal consummation of the 
deal, he says, marks the end 
of the easy bit 

This is perhaps a relative 
term. A Coopers partner, Mr 
Hadfield was given the job 
because he specialises in 
managing large, complex 
projects. This one has 
involved him in daily confer- 
ence calls with 20 lawyers at 
a time, while ensuring the 
software is changed on some 
140,000 personal computers. 

The whole exercise, he 
observes, differs from a cor- 
porate merger in one impor- 
tant respect. 

“At the end of the day", he 
says, “a corporate chief exec- 
utive will simply say 'this is 
how we do if. But we're all 
self-employed." 

In addition, the two firms 
are still essentially federa- 
tions. Price Waterhouse is 
the more internationally 
integrated of the two. But 
though Coopers will follow 
suit, and the result will be a 
global organisation, risks 
Incurred by country partner- 
ships will not flow across 
borders. 

“But you have to have 
mechanisms in place to 
drive global behaviour", he 
says. “We’ll be investing in 
huge global capacity - in cli- 
ents. marketing and infra- 
structure - and we need to 
have performance measures 
which make the partners use 
It" 

This is part of what Mr 
Hadfield calls the hard bit: 
integrating the two firms, 
technically and culturally. 
As he says, some 70 per cent 
of mergers fail to deliver 
shareholder value. “That's a 
depressing statistic. We 
don’t intend to let it happen 
here." 

Part of the task is what Mr 
Hadfield calls the grubby 


details. “The two firms bill 
their clients and do their 
time sheets differently. It 
will probably take two years 
to sort all that out, and It s 
going to take huge invest- 
ment." 

More fundamentally, the 
merged firm needs to 
develop a governance struc- 
ture. There will be an inter- 
national board, a global lead- 
ership team and a chief 
executive. 

But Mr Hadfield is studi- 
ously vague on their powers 
and relationship to the rest 
of the partners. 

This prompts a basic ques- 
tion. In a merger this com- 
plex. is radical change possi- 
ble? Or must the firm settle 
for whatever works on day 
one? 

“You can’t do everything 
at once." Mr Hadfield says. 
“But you'll never have a bet- 
ter opportunity to change 
the way you do things. So 
you focus on what will drive 
value over the next 12-18 
months, and which will 
accelerate the merger." 

He ticks off five objectives. 
First, enthuse the staff. 
Retention rates arc- high, he 
says, despite the best efforts 
of headhunters. Second, 
show clients that the deal is 
good far them. 

Third, manage costs. Some 
costs ore inevitable, he con- 
cedes: on IT, outside support 
and retraining, and from the 
fact that some 40u people 
have been tied up full-time 
doing the deal. But costs 
must be minimised. 

Fourth, keep control of the 
business, and do not let 
people get distracted by the 
merger itself. So far. so good, 
be says. Business has grown 
20 per cent over the past 
year. 

Fifth, and above all. com- 
municate. "If you don't com- 
municate with your people 
and your clients, you've got 
a real problem on your 
hands. Our people walk out 
of the door every night. 
You've got to ensure they 
walk hack in." 
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On 22 June 1998, Eurex - the joint trading platform of the Swiss 
Options and Financial Futures Exchange (SOFFEX) and of DTB 
Deutsche Terminborse (now Eurex Germany) - wilJ introduce four 
new contracts: a future and an option on both the Dow Jones 
STOXX* 50 and the Dow Jones Euro STOXX J 50. The underlying 
equities of the Dow Jones STOXX* 50 are 50 European blue chips. 
The Dow Jones Euro STOXX* 50 covers 50 blue chips in the 
Eurozone. Their focus on a selection of broadly capitalized and 
liquid equities makes the indices easily replicable. The new deriva- 
tives on the Dow Jones STOXX* 50 indices will initially be cleared 
in ECU and then converted 1:1 to euro with the launch of the 
European Monetary Union. 

initial trading will be handled in Frankfurt by Eurex Germany, 
formerly DTB, and via Eurex starting in the autumn of 1998. Eurex 
stands for a unified trading environment with a worldwide presence 
through local access points, a broad and attractive range of products, 
high liquidity, transparence, efficiency and security in trading and 
settlement 


Information is available by polling fax +49-6122-98 44-596 or on 
the Internet at www.eurexchange.com. 
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EMERGING MARKETS ANDRES PASTRANA HAS PLEDGED TO PUT THE ECONOMY BACK ON TRACK 


Colombia pins its hopes bn new president 


By Adam Thomson in Bogota 


Andres Pastrana, Colombia’s 
president-elect, could hardly 
have made a better impres- 
sion on the country's stock 
markets. 

On the Gist day of trading 
following his election victory 
on Jane 21, Bogota’s Stock 
Market Index (IBB) went up 
105 per cent before trading 
was suspended. 

This is a different coun- 
try compared to the one 10 
days ago,” said Paul Weiss, 
director of equity sales at 
the local brokerage Ann Cor- 
retja res Asociados. "Past- 
rana’s election has brought 
optimism back to Colombia." 

The reaction would have 
been another if Mr Past- 
rana’s adversary in the Pres- 
idential race, the populist 
Liberal candidate Horacio 
Serpa, had won. 

When an opinion poll pub- 
lished prior to the elections 
put Mr Serpa ahead of his 
Conservative rival, stocks 
plummeted. The 6.1 per cent 
Call on the Bogota Bourse 
was the sixth largest in its 
history. 

Mr Pastrana has reassured 
the country's private sector 
that he is going to put Col- 
ombia's traditionally strong 
economy back cm track fol- 
lowing four years of bad eco- 


nomic management by the 
Liberal government of 
Ernesto Samper. 

He has pledged to reduce 
the central government’s 
growing fiscal deficit which 
is projected to be 5.1 per cent 
of GDP this year, by way of 
an aggressive cat in spend- 


ing. 

In addition, he has prom- 
ised to reduce VAT from 
16 per cent to 12 per cent to 
alleviate the tax burden on 
contributors. And Mr Pas- 
trana has said he win give 
tax breaks to companies that 
create new employment. 

However, even his timely 
arrival is unlikely to produce 
a quick solution to a gener- 
ally depressed market Ris- 
ing interest rates since Feb- 
ruary have forced many 
local investors to seek refuge 
in fixed-income instruments. 

The DTP - the benchmark 
interest rate that commer- 
cial banks pay on deposits - 
has risen 13 percentage 
points so far this year. 

The rise is mainly due to 
the central bank’s stolid 
defence of the peso as specu- 
lation against the local cur- 
rency Increased in the run 
up to the elections, though 
the mounting fiscal deficit is 
also keeping the rates high. 

For the last four weeks, 
the bank has restricted 


Four years of 
poor economic 
performance 
under Ernesto 
Samper’s 
government 
underlie the 
market’s sluggish 
development 
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try’s National Association of 
financial Institutions. 

The resulting loss in confi- 
dence has led to slow GDP 
growth rates. Last year, fee 
economy grew 34) per emit 
compared with historical 
averages of 45 per cent And 
returns on equities have suf- 


liqoidlty in the country's 
financial system In an 
attempt to combat the specu- 
lation. 

At one point, the over- 
night interest rates paid on 
repurchase agreements or 
“repos" - a mechanism used 
by the central bank to sup- 
ply liquidity to commercial 
banks - went up to 80 per 
cent 

“Despite Pastrana’s vic- 
tory, foreign investors are 
cautious on equities,” said 
Rue Swabey, head of 
research at Santander 
Investment's Bogota office. 
“Interest rates are still high 
and the euphoria of Past- 
rana's victory is unlikely to 
last” 


So far this year the IBB 
has fallen 23 per cent in ded- 
lar terms, recovering slightly 
from the steepest fall of 
34 per cent in dollar toms 
just the before the Presiden- 
tial elections. Accumulated 
average trading volumes on 
all three of the country's 
stock markets are a mere 
$5m a day. 

Colombia’s equity market 
is compared with other 

countries in the region. 
Total market capitalisation 
is $ll.2bn, against $145bn in 
the case of Peru, for exam- 
ple. Foreign investors only 
represent 10 per cent of mar- 
ket capitalisation, with local 
pension funds accounting for 
some two per cent ef the 


total, down from a high of 

five per cent No new compa- 
nies have listed for years. 

Four years of poor eco- 
nomic performance under 
Ernesto Samper's govern- 
ment underlie the market’s 
sluggish development 

A corruption scandal 
Involving allegations that 
g6m of drug money found its 
way into Mr Samper's presi- 
dential campaign has cre- 
ated uncertainty in the local 
business environment. Many 
companies have postponed 
investment plana »nd have 
cut staff. 

The last four years have 
been lost years for every- 
one,” said Armando Monte- 
negro, president of the com- 


Already tids year, banks, 
which represent approxi- 
mately 40 per cent of the 
value of listed companies on 
Bogota’s IBB index, have 
reported first-quarter losses. 
And with the prevailing high 
interest rates, analysts say 
first-half earnings are likely 
to suffer. 

However, companies can- 
not entirely Marne macroeco- 
nomic factors, brokers 


argue. 

Many listed companies 
have fidled to make the tran- 
sition fr ulll fiimi- 

ly-owned structures to busi- 
nesses that focus on 
maximising returns for 
shareholders, they say. 

The result has been a 
gradual decline in share 
prices since 1993, when for- 
eign investors were first 
allowed to participate in the 
local market 

The boom we saw five 
years ago baa never been 
matched,” said one stock 
madeet analyst 
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"Our vision Is to create an international group comprised of core, focused, dedicated, single commodity or industrial 
operating companies which are well positioned for growth and enhanced shareholder value, m order to meet the 
challenges and seize the opportunities offered by a changing business and political environment. 


Six major developments, including the disposal of non-core business, have characterised the significant progress 
made in implementing our strategy over the last yean 


• In July last year the rebundling of Amplats consolidated its position as the world’s 
pre-eminent platinum producer with a single body of shareholders. 


• In November we proposed the merger of all the Corporation's gold companies into Anglogold, the word's 
biggest gold company with a market capitalisation of more than US$4 billion, now being listed in 
Johannesburg, London, Paris, Brussels and New York (in ADR form). 


• In December we announced our separation from our associate De Beers and the simplification and 
clarification of our diamond interests. As a result De Beers becomes an even more tightly focused, one- 
product global company. 


• Earlier this year Amic's existing rationalisation progr a mme was taken further with steps to focus on those sectors 
where it holds a susta i nable co mp e titive advantage. 


By merging our financial int eres ts with those of RMBH in May this year; we helped create FirstRand, South 
Africa's premier financial services group. 


• in a Sixth development we have disposed of our holdings in Lonrho and have an agreement to dispose 
of our interests in the Del Monte Group. 


We are encouraged by the positive reaction wo have received to the progress of our 


strategy, which is both dynamic and ongoing. I am confident that the result will lead to a sound allocation of 
resources and will enable the group to meet the challenges and opportunities of the new millennium." 


Julian Ogfbfe Thompson. 
Exce rp ted from the Chairman's St a tement, 1998. 
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Power 
move crucial 
for Camisea 


By Salty Bowen fa thus 


PSEG Americas. a 
subsidiary of the Newark- 
based Public Services Enter- 
prise Group, is to invest 
$L60m in -a 250MW combined 
cycle plant to generate elec- 
tricity on Peru’s coast 

The state-of-the-art plant 
should be operational by 
mid-2000 and initially fuelled 
by dieseL It will be con- 
verted to use Camisea gas as 
«a y»r, as it becomes available. 

The anno uncement comes 
at a crucial moment for 
Camisea shareholders Royal 
Dutch/Shell and MobtL They 
are meeting this week to 
tek e a final decision on full 
development of the vast nat- 
ural gas and condensates 
deposits ta Peru's south-east- 
ern jungle. 

Camisea. has a chequered 
history. Discovered in the 
mid-1980s . and containing 
13j000bn cu ft of natural gas 
and 600m barrels of conden- 
sates, it was initially disap- 
pointing to Shell, which bad 
been hoping to strike oil. 

Shell withdrew from the 
deposit after a felling-out 
with the government, which 
at that point was hostile to 
foreign investment. The 
Anglo-Dutch group then 
returned to re-assess the 
deposit in May 1994 and 
signed a contract two years 
lata-. 

A final investment deci- 
sion was due by mid-May 
this year but technical 
hitches poorer- than -ex- 

pected ratios of easily sale- 
able liquids to hard-to-mar- 
ket natural gas prompted 
Shell, the majority share- 
holder and operator, to 
request a six-month delay. 


•Hie Peruvian government 
_ which has gradually 
moved from initial euphoria 
at the prospect of the fe&hn 
investment to an inexplica- 
bly closed and sometimes 
hostile posture - granted a 
delay of two months. 

Recent disagreements 
between Shell and the Peru- 
vian authorities have hinged 
on secondary gas distribu- 
tion and pricing policy. No 
market currently exists for 
natural gas and. with these 
two issues unresolved. Shell 
has had difficulty in firming 
up purchasing contracts. 

The PSEG Americas deri- 
sion is, therefore, a hearten- 
ing one for Shell as it goes 
into its final deliberations. A 
company official said the 
plant Peru’s first combined- • 
cycle plant would set new 
standards of generating effi- 
ciency in Peru. 

“It will drastically lower 
the current marginal cost of 
Peruvian power,” he said, 
adding that the S2.5Q pea: cu 
ft Shell Is proposing to- 
charge is “fair, relative to 
Argentina and other coun- 
tries in the region”. 

Although it will go ahead 
with the plant irrespective of 
the final Camisea decision. 
PSEG seems confident Shell 
will take the plunge. 

Its 25QMW capacity would 
represent a useful addition 
to Shell's other potential 
purchasers for natural gas. 
essentially the privatised 
T.ima generators Edegel and 
Etevensa which between 
♦hum have a total of 6S0MW 
generating capacity in 
single-cycle turbines that 
can be converted easily, 
though less efficiently, to 
burning gas. 
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Ko£ Holding in * * 
international offer 




• 


By Vincent .Bdapd 


Koc Holding, Turkey’s 
biggest family-controlled 
business group, launches a 
share offering today aimed 
exclusively at international 

investors that wQl raise up 
to 8300m in the largest such 
transaction from the coun- 
try’s private sector. 

The company, controlled 
by the Kop family, is offering 
a stake or about 8 per cent 
mostly of new shares, to 
raise finance for planned 
investments in new and 
existing businesses, includ- 
ing retailing, energy and 
telecomm uni cations. 

The offer, lead-managed by 
Goldman Sachs, is being 
closely watched as an indica- 
tor of Investor interest in 
Turkey, whose government 
is planning a wide-ranging 
but politically sensitive pri- 
vatisation programme. 

Koc Holding had consoli- 
dated net revenues last year 
of $5.8bn. Although it is 
already listed on the Istan- 
bul stock exchange and has 
a market capitalisation of 
abou t $3bn, the offering is its 
first attempt to woo foreign 
institutional Investors. 


= Company executives and 
their advisers are due to 
meet institutions over the 
next two weeks, and pricing 
of the issue is expected 
around July 12. Shares of 
Koc Holding were trading at 
TL5Z.OOO each on Friday, 
slightly above the middle of 
their trading range this year. 

No price range for the 
shares on offer has yet been 
disclosed, but it is expected 
to be based on the net asset, 
value of Koc Holding. ' 

Koc Holding claims to be 
Turkey’s biggest and most 
diversified conglomerate, 
with 40,000 employees, and 
represents about 5.5 per cent 
of the capitalisation of the 
Istanbul stock exchange. It 
made a return on equity last 
year of 13 per cent 

The family owns over 70 
per cent of the holding com- 
pany. which was begun in 
1926 by the late Vehbi Koc. 
and will keep a majority 
stake after the share issue. 

The international offering 
consists of l.25bn shares 
and, including an crverallot- 
ment option, about 10 per 
cent of the company will be c 
sold, bri n gi ng the free float * 
to more than 25 per cent 
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MARKETS 





WEEK 


NEMfYORK. 

Hie band market faces a 
crucial week for economic 
data and monetary policy 
decisions, with the Federal 
Open Market Committee 
meeting starting on 
Tuesday, and the National 
Association of Purchasing 
Management numbers and 
jobs data on Wednesday and 
Thursday. 

• However, analysts say the 
p market is still fixated by 
events in Asia, believing 
that whatever is happening 
within the US economy, 
policy-makers are 
constrained from taking 

action until the Asian crisis 
has stabilised. 

In any case, internal 
factors, such as the General 
Motors strike, are slowing 
OS real GDP growth. “The 
outlook favours a firm 
dollar, low inflation, a 
prolonged Asian recession/ 
depression, no Fed firming 
and declining bond yields,” 
argues Philip Braverman, at 
DEB Securities. 

In the equities market, the 
summer has brought what 
Chuck Hill at First Call 
describes as “the 


Benchmark yield cow 

«r 


0 T0.| 



19 291 : 23 ' ■'25 
■ ' -■ Onpc wsa r 


confessional period” ahead 
of the second-quarter 
earnings season. First Call, 
which collates analysts’ 
earnings estimates, Ti*b 
found a “higher than no rmal 
number of negative 
pre-announcements” this 


June 29 - July 5 
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LONDON 

By Pbffip Conan 

The market will to reflect 
this week on a buoyant first 
half w hich has seen the 
FTSE 100 gain about 700 
points and gilt yields fall by 
about half a paint 

But the second half will 
start with investors rather 
more anxious about the 
domestic economy than they 
were at the start of the year. 
Inflation stubbornly refuses 
to come down to the 
government's 2.5 per cent 
target, and the 
manufacturing sector is 
being squeezed by the Ki mn g 
pound and rising wage 
demands. The FTSE 260 
index, which has a heavy 
weighting in industrial 
stocks, suffered an tl-day 
losing streak which only 
ended last Thursday. 

There will be a few 
crumbs of information about 
the UK economy this week, 
notably from the purchasing 
managers’ surveys of 
manufacturing (due on 
Wednesday) and services 
(Friday). Recent surveys 
have shown that the 
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manufacturing sector is 
shrinking, rather than 

growing, while services 

growth remains strong. 

Meanwhile, Thursday’s 
Confederation of British 
Industry distributive trades 
survey may sited light on the 
recent retail sales numbers, 
which were surprisingly 
strong. 


FRANKFURT 


By Andrew Rsher 


The German stock market 
has put on a robust 
performance ahead of the 
10 th birthday of the Dax 
blue-chip index this week. 
Bat while the Dax remained 
close to 5.900 points an 
Friday - though easing a 
little on the day - the Asian 
crisis continued to cast a 
shadow over trading. 

On the positive side, rising 
German corporate profits 
and the high liquidity 
continue to underpin the 
market, Landes bank 

Rhein lan d-Pfalz. But much 
will depend on what happens 
in Japan, It warned. If Tokyo 
failed to stabilise the yen 
with credible economic 
reforms, emerging markets 
around the world - 
including China - coaid be 
caught up in a domino effect 
of devaluing currencies. 

If this occurred, the flow of 
funds into the “safe havens” 
of Europe and the US would 
lead to a short-term upturn. 
But this would most likely 
be followed by a sharp drop 
in share prices as the impact 
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of such devaluations became 
apparent. 

However, hopes of an 
eventual rise in the Dax past 
the 6,000 level remain, 
ass uming the Asian crisis 
can be damped down. The 
main item on the corporate 
calendar this week is 
Munich Re's interim report 
today. 


TOKYO 


By GBBait Tett 


At Home in Emerging 
and Capital Markets 


ingJ^barings 


Benchmark yield curve 

ow* 


Japanese markets face 
another nervous week, as 
traders wait to see what 
steps the government will 
take to tackle its economic 
and financial problems. 

Today the Bank of Japan 
will release its “tankan” 
survey of business 
confidence, which is 
expected to show mounting 
pessimism among Japanese 
companies and further signs 
of Industrial pain. The 
markets are already braced 
for a gloomy number. 
However, if the data is as 
bite as some economists 
fear. It could further damage 
market sentiment. 

But the other key issue 
that will influence sentiment 
will be efforts to tackle 
Japan’s banking woes. On 
Friday the markets staged a 
late rally on the news that 
Sumitomo Trust Bank was 
considering merging with 
Long Term Credit Bank, the 
troubled group. This left the 
Nikkei 225 closing at 
15,210.04. some 57.94 points 
down on the week. 
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The news was taken as an 
encouraging sign that the 
government was finally 
acting on its banking sector 
problems. .And more positive 
news could emerge this 
week if the ruling Liberal 
Democratic Party unveils 
concrete plans for a “bridge 
bank” to take over the assets 
of failed Institutions. 
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GEC expected to unveil 
fresh bout of activity 


The biggest company to 
report this week is GEC. 
which has been in the news 
recently for its £70Qm 
(Ju2bn) deal to buy the 40 
per cent of GPT it did not 
already own from Siemens. 
It may unveil another bout 
of corporate activity with 
the results announcement 
The services sector will dom- 
inate the results, with a 
„. heady cocktail of Greene 
-’King. Marston Thompson & 
Eversbed and HP Bulmer 
Holdings set to throw the 
spotlight on the state of the 
UK drinks and restaurants 
market Meanwhile, smaller 
engineers will probably con- 
tinue the theme of suffering 
from the strong pound, while 
retailer MFI is likely to 
reveal a fell in pre-tax prof- 
its. 


TODAY 

• KewlII Systems, the 
small-cap software and ser- 
vices group, bought a US 
computer systems group late 
■*st year and investors will 
be keen to hear how the inte- 
gration is proceeding. Half of 


group sales are In the UK, so 
it may suffer from the 
impact of tr ansl ating into 
the strong pound. A consen- 
sus from First Call, the esti- 
mates service, suggests a 
pre-tax figure of £&im, a 9 
per cent advance from last 
time, which was Itself a 23 
percent rise. 


TUESDAY 

• Bras way, the hydraulic 
engineering and lubricants 
group, said in December that 
the strength of sterling 
would continue to make 
trading difficult and analysis 
expect a fall from the gJSftm 
achieved last year to 
between £i.8m and dim, it 
has said it was seeking inter- 
national expansion after 
signing supply deals in India 
and South Korea, so there 
may be news on this. 

• When the Bury St 
Edmunds-based brewer 
Greene King announces 
final results it may have 
some comments on the 
future of the sector following 
recent approaches to Vaux 


NEW INTERNATIONAL BOND ISSUES 
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and Ushers of Trowbridge. 
On the results front, the 
company's broker, BT Alex 
Brown, forecasts an underly- 
ing advance erf IB per cent to 
£ 43 - 2 m- Graeme Garde at the 
broker believes the retail 
side will grow the fastest, 
with an operating profits 
advance of 21 per cent 
helped by the first frill year’s 
contribution from the Magic 
Pub Company. He has told 
clients: “From brewing, a 
combination of improving 
performance from national 
accounts, a foil year's contri- 
bution of barrelage through 
MPC, volume growth for the 
core cask ale brands of 1FA 
and Abbott, and cost savings 
from reorganisation of pro- 
duction and distribution, 
should deliver comfortable 
double-digit growth." 

• Shareholders in the retail 
sector have bad their nerves 
rattled by the stream of 
recent bad news from retail- 
ers such as Carpetright and 
MFI is unlikely to break this 
pattern when it announces 
foil-year figures. Analysts 
expect a figure of about 
£60m, which would be down 
from £70 .3m that was 
reported last time round. 
Forecasts for the foil-year 
result have already been 
scaled back following a cau- 
tious trading update in 


n. ta«y 


March, so any result below 
the forecasts is likely to 
prompt a savage stock mar- 
ket reaction. 

• Peel Holdings, the com- 
pany developing the £600m 
Trafford Centre outside Man- 
chester, due to open in Sep- 
tember, is expected to again 
produce a strong pre-tax 
rise. Last year it advanced 9 
per cent at the pre-tax line 
and is expected to prodace a 
similar gain, to £15m pre-tax. 
Net asset value per share is 
expected to come in at 635p, 
up from 555p last year. In 
January it signalled caution 
over the prospect of an eco- 
nomic slowdown and ana- 
lysts will be keen to hear its 
opinion following the series 
of UK base rate rises. 


WEDNESDAY 


• Shares in Marston 
Thompson & Eversbed have 
benefited recently from pre- 
sentations to institutional 
Investors, as some brokers 
have upgraded their stance 
to “buy”. In its retail side 
there may be a fall in its 
managed pubs, which have 
been under pressure recently 
in common with many in the 
sector. The brewer's Pedi- 
gree ale brand may have 
helped it to swim against the 
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tide trf foiling volume in the 
market for cask ales. A con- 
sensus of estimates from 
First Call suggests a figure 
of £3 1 . 1 m, up from £29„4m. 


THURSDAY 


• There may be few sur- 
prises when SP Bulmer 
Holdings, the UK's leading 
cider maker, unveils results 
because it warned in Febru- 
ary that figures for the year 
to April would be about 25 
per cent below the previous 
year. First Call suggests that 
analysts expect the company 
to produce a pre-tax result of 
about £23. tm, down from the 
£29. 3m last time, as the 
impact of tough competition 
in the off-trade makes an 


impact The result last time 
was assisted by a 15 per cent 
rise in operating profits as 
the recently acquired Inch's 
Cider made a contribution. 
Analysts will be keen to 
hear the latest on the state 
of the UK market for cider, 
where volumes fell 3 per 
cent last time. The group 
has said it was hoping to 
achieve underlying growth 
of 4 per cent this time round. 
Its main rival in the UK 
cider market. Matthew 
Clark, announces final 
results next Monday and 
Buhner's comments will 
probably have an impact on 
Clark's share price. 

• Investors are likely to 
interpret figures from Mer- 
rydown. the cider maker 
that launched the alcopops 
craze two-and-a-half years 


ago when it introduced alco- 
holic lemonade Two Dogs, as 
a footnote to history. 

The company was brought 
to its knees by the collapse 
of the alcopops market and 
has recently announced a 
new board and a £7m placing 
and open offer. Merrydown 
is the third biggest cider- 
maker in the UK but a min- 
now beside Bulmer and 
Clark, which have 90 per 
cent of the market 

The new management b as 
said it will focus on the Mer- 
rydown cider and Shloer 
fruit juice brands. For the 
record, a pre-tax loss of 
about £120,000 has been fore- 
cast, from a profit of 
£840,000. 

• GEC has this month 
announced four key moves 
in its strategy of refocusing 


on fewer sectors and moving 
away from the system of 
joint ventures that it 
adopted during Lord Wein- 
stock's tenure at the com- 
pany. However, when it 
announces final results it 
may also bring news of a 
joint venture - this time 
with Alenia of Italy. 

Any move is widely expec- 
ted to create an entity based 
in the Netherlands, in the 
areas of missiles, naval 
systems, radar and com- 
mand and control systems. 

Such an announcement 
would overshadow the fig- 
ures. which are expected to 
show an underlying advance 
from El.Olbn to El.OTbn. 
according to First Call. The 
advance will probably have 
been powered by rises at 
Marconi and its US busi- 
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Offer by 

The Fuji Bank, Limited 

to Holders of the Bearer Bonds described herein to purchase for cash any 
and all outstanding VU per cent Convertible Bonds 2002 

(be “Bonds’) 

issued by 

The Fuji Bank, Limited 

COMMON CODE: 1035274 
ISJN No: GB0003548606 

and Notice to Bondholders of the modification of the Terms and Conditions of the Bonds 

The fijjf Bank, Limited (the “BaiW) Is offering to purchaea for cash any and afl of its outstanding ifc pw cent Convertible Bonds £002 together wtfi all 
unmatured coupons rotating thereto (the “Coupons") a la price par U.S.S5.000 principal amoum of Bonus to bo determined as described below, plus 
accrued Interest from 31 March 1998 to, but nottectudlng, the dale of payment oi such Bonds by the Bark (the "Setttemant Date’), upon the terms and 
subject to the conations set forth in the Otter to Purchase and the related Latter of Transmittal relating to the Bonds (which together constitute the 

“OttoO- 

The purchase price per U.S.S5JXX) principal amourt of Bands (as the same shall bo amended pursuant to the Otter, the Tender Prioel will be calculated 
in accordance with standard marital practice and assuming that such Bonds wfl be repaid on their maturity date at the principal amount thereof ptus 
accrued interest to (but excluding) the maturity date, and wiB be equal (o the price erf a Bond (expressed as a percentage of the prinopal amount of a 
Bond and rounded, If necessary, » three decimal places), provided that in no event shall the^ Tender Price exceed B7 per cere, d the prtndpaJ amount of 
a Bond, cakaiatBd by reference to: 

(i) 0.75 per canLptus 

(3) die yield to maturity of the S', i per cem. U.S. Treasury Notes Due September 2002 basod on the oid pries cSspteyeo on the relevant page ol the 

Bloomberg Government Pricing Monitor [or the relevant page ot any other recognised quotation system selected by Salomon Brothers 
International United, as Dealer Manager, if the relevant page ot the Bloomberg Government Pricing Monitor is unavaQabte or manifestly 
Inaccurate) at or areum 3:00 pjn. London time on 6 July 1B9B (the *CatcuIatfon Oate*]. 

As of 25 June 1998 the Tender Price per U.S.S5.00Q principal amount of Bonds equals U.S-S4.165 (composing B3.3 per cent ol the principal amount ol 
a Bond). The Tender Price wffl be recalcuiated an the foregoing taste on the Calculation Date (such recalculated Tender Price being ref erred to as the 
•Final Tender Priced The Fmal Tender Price wB to armouxed on 7 JulylSOB w such earlier or later date as the Bank may toi its sofa discretion decide. 
The Hnal Tender Price wfll be the price paid in respect erf al Bonds vaJkfy tendered and not property withdrawn pursuant to the Often which are accepted 
tor payment pursuant to the Offer. 

THE OFFER AND WITHDRAWAL RIGHTS WIUL EXPIRE ATlfcOO, LUXEMBOURG TIME, ON 14 JULY 1998, UNLESS SHORTENED 
OR EXTENDED (ASTHE SAME MAY BE SHORTENED OR EXTENDED, THE “EXPIRATION BATE”) 
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The Otter to contingent upon certain corrftiono sat our in the OBer to Purchase but is nrt contingent on a minimum prinapat amour* oi Bonds being 
tendered. 

The Bank esrpressiy reserves the right, al any time in Its ante dtecration, to (i) shorten w extend the period ol time during wtich the Otter Is open . (it) delay 
the acceptance tor payment oi or payment tor the Bonds or terminate the Oier and not accept tor payment or pay tor any Bonds not previously accessed 
far payment or paid tor, or (El) amend, at any time or from time to time, the terms of the Offer tn any respect, in each case, subted to any appicable legal 
raqiMrameflte. 

Requests tor copies of the OBer to Purchase, the Letter of^ Transmittal and other retewant totonnatewT should be deeded to 

The Dorter Manager 

SALOMON SMITH BARNEY INTERNATIONAL 
in London: tnTbkyo: 

SWomon Brother* International United Salomon Smith Barney (Japan) LJmitod 

Victoria Plaza AkasakaPaikBuikSng 

HI Buckingham Palace Road 2-20 Akasaka 5-chome 

London SW1W0SB Minato-tar. Tokyo W7-61S2 

Atemton: Mr Hannah BiiBoogh Attention: Yuri Idesawa 

Tat -*(44171) 721 3463 Tet MTO) 5574 44T1 

(can collect) (caBcotect) 


The Tender Agent: 

FUJIMTERNATK3KAL RNANCEPLC 


In London: 

Fi# International Finance PLC 
FOver Plata House 
7-11 Rnehuiy Citcus 
London EC2M TNT 
Attention: MrY. Koyama 
Tet +{44171 ) S38 5740 
IceMootect) 


In Tokyo; 

Fi^l Securities Ccu, Ltd. 

NKK Budding 
1-2, Marunouctiii-chome 
Chlyoda-ku, Tokyo TOO-OOOS 
Attention: Mr T Nikaidoriuts S. Tanabe 
Tel: «-(8l3t 3201 5469 
(caBootied) 


SALOMON SMITH BARNEY INTERNATIONAL 
Dealer Manager 

NoticaisahoheraOyorvon!hwtheB«nkna^fath!hfiter»WTta^C&com Tr y^C<*’ta^U' 7 ^^ If«Tru3t»tof theBondrwW^rBliftp'Tmsae - ), a^enOodOw 
TWwe anti ConcHom ot Vie Bonds by a Supplemental Trust Deed dated 26 June 1998. entered mo by tne Bank and the Trustee. Conrition 7{D) has been amended 
u MOW die Bank to puttase the Bonds at any pries to me open marital or by tenter. 
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CURRENCIES & MONEY 


Yen holds sway 


POUND SPOT FORWARD AGAINST THE POUND 


DOLLAR SPOT FORWARD AGAINST THE DQLLAR_ 
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By DanfeMtooftey 


According to Eddie George, 
governor of the Bank of 
En gland , "japan is the big- 
gest issue of air, and nest to 
no-one in the foreign 
exchange markets would dis- 
agree. 

The yen ended last week 
at Y 142.1 against the dollar, 
about the level where the US 
Federal Reserve and the 
Bank of Japan stepped in to 
help the currency on Jane 
17. 

As the Japanese currency 
fell back to its pre-interven- 
tion levels, other currencies 
weakened to historic lows, 
from the South African rand 
to the Mexican peso. The 
yen's fortunes this week are 
therefore likely to affect a 
great swathe of the world 
economy. 

The Bank of Japan’s Tan- 
kan survey, issued in the 
early hours of this morning, 
may have a particularly 
strong impact on the mar- 
kets. The survey, which 
measures both manufactur- 
ing and non-manufacturing 
industry, is likely to mirror 


WORLD INTEREST RATES 


the country's last gross 
domestic product figures, 
which showed the country 
enmiied in a recession. 

Even more important will 
be the resolve of the Fed and 
the Bank of Japan to con- 
tinue defending the yen. 
Washington will be espe- 
cially concerned to avoid a 
worsening of the Aslan crisis 
while President Clinton con- 
tinues his trip to China, 
which ends on Friday. 

But the Piiwfwn adminis- 
tration’s willingness to com- 
mit its own resources will 
depend on its own evalua- 
tion of Japan's efforts to 

clean up its banking sector - 

and may be dampened by 
the short-lived effect of die 
previous intervention. 

Another central bank grit- 
ting its teeth over market 
turmoil will be the South 
African reserve bank, which 

last week appeared to enlist 
the Fed and the Bank of 
England to intervene an its 
b ehalf in a fruitless attempt 
to prevent the rand from 
falling to record lows. The 
rand ended last week at 
R5.88 to the dollar. 
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BJRQPEAN OVERVIEW 

By Martin Dickson, 

Financial Bttor 

European equity markets, 
which ended last week drift- 
ing in lacklustre trade, may 
be looking both east and 
west for direction this week. 

The economic crisis in 
Japan and Friday's renewed 
Call in the yen continue to 
cast a shadow over Euro- 
pean bourses, and the US 
will add further uncertainty 

this week with a policy- 
making meeting of the Fed- 
eral Reserve and a raft of 
important statistics. 

The FTSE Eurotop 100 


index closed on Friday at 
2.93SL99, up 1021 points on 
the day, while the broader 
Eurotop 300 index finished 
1.70 points ahead at 125121. 
The Ebloc 100 index, which 
tracks companies in coun- 
tries joining European mone- 
tary union in tire first wave, 
dipping fractionally, closing 
at 1,046.06, down 0.06 points. 

The best performing sector 
was healthcare, which 
recorded a 229 per cent rise, 
as Nycomed Atoersham rose 
ECU 02 to Ecu 6.68. 

Household goods rose 124 
per cent, with L’Oreal up 
Ecu 9.5 to Ecu 509.99 and 
Beiersdorf Ecu 2.7 higher at 
Ecu 59.85. Support services 


gain ed 1.83 per cent, with 
WQhaxns up Ecu 02 at Ecu 
5-82. 

Po or ly- performing sectors 
included oil exploration, 
down 1.72 per cent, and dis- 
tribution, which fell L64 per 
cent 

Among the explorers. 
Enterprise fell Ecu 0.1 to Ecu 
8.40, while Lasmo dipped 
Ecu 0.1 to Ecu 326. Distribu- 
tor Rextel was off Ecu 162 at 
Ecu 88529, with Adidas Salo- 
mon at Ecu 15723, down Ecu 
22 . 

In a new report on the 
European economic outlook, 
ABN- Amro argues that con- 
sumer confidence Is now 
back at end-1980s levels 


across the EU »»«i a contin- 
ued recovery in private con- 
sumption can be expected In 
most countries. 

It predicts Spain and Hol- 
land will post the most 
impressive growth rates, in 
the light of their employ- 
ment performance and rela- 
tively light fiscal pressure. 
But consumption growth in 
Germany and Italy will 
remain below the EU aver- 
age this year, while in 
France it will grow in line 
with the average. 

"Only in 1999 will the 
larger economies see con- 
sumption growth rates catch 
up with their smaller col- 
the report argues. 
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TVitj annoiaicetnent appean as a matter erf record orky 
June 1996 

£ 1 , 150 , 000,000 

DIAGEO 


has sold 

the Dewar’s Scotch whisky 
and Bombay gin brands 


Dewar’s 





to 


Bacardi Limited 


Credit Suisse First Boston (Europe) Limited acted as exclusive 
financial adviser to Diageo pic in this transaction. 


CREDIT 

SUISSE 


FIRST 

BOSTON 
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Highs & Lows shown on a 52 week basis 
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MONDAY 29 


Going, going, gone 

Today maria the end of an era for 
Britain's favourite drink. The last London 
tea auction wffl be held at the Chamber 
of Commerce and Industry after a nearly 
unbroken run of more than 300 years. 
The auction has set the price of tea at Its 
weekly meetings since 1679 but 
container shipping and trading on the 
Internet and through e-mail, have finally 
rendered the institution redundant The 
auctions wore suspended at the start of 
the Second World War but resumed 
when tea was removed from the list of 
rationed foods In 1951. 

Bid for trade accord 

EU foreign ministers meet in Luxembourg 
for the last m$ar meeting of the British 
presidency. Robin Cook, chairing, will 
attempt to reach agreement on a draft 
negotiating mandate for a new trade 
accord with the poorest developing 
countries from the African, Caribbean 
and Pacific regions. Ministers wll also 
discuss how to contain the escalating 
violence In the Serb province of Kosovo, 
having warned Slobodan Milosevic about 
dire consequences of continuing the 
crackdown against the Albanian majority. 

Aids conference 

The question of how to bridge the gap In 
prevention measures between rich and 
poor counfoes Is Hkely to dominate the 
agenda for the 12th World Aids 
conference held by the United Nations 
Aids body Unaids and global health 
organisations in Geneva (to July 3). 

Eco matters 

The New York Society of Security 
Analysts plays host to an environmental 
services Industry conference featuring 
American Eco, Lakeland, Thermatrix, 
Wateriink, and Imco Recycflng. 

Pan Am revival 

Target date for the approval of the 
bankruptcy reorganisation of Pan Am, the 
former leading US airline, together with 
its merger with Guilford, a New England 
railway company. 

Soccer 

World Cup finals. Match five. Toulouse: 
Netherlands v Yugoslavia. 

Match six, Montpellier: Gemany v 
Mexico. 


FT Surveys 

29 Maputo Corridor; Managing Corporate 
Risk. 
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TUESDAY 30 


Caricom talks 

Leaders of the 15-member Caribbean 
Community (Caricom), meeting In St 
Lucia, wfil spend five days trying to 
create a regional common market which 
they say Is neces sa ry to protect the 
region's small, open economies. They win 





The tea party's wan the last London taa auction Is held today, whan the growt h of etoctonlc 


also review the latest EU effort to reform 
Its banana import regime an which 
several island economies depend, but 
which has been said by the Work* Trade 
Organisation to be discriminatory. The 
leaders will also attempt to speed up the 
length of time prisoners condemned to 
death await appeal outcomes by 
approving the creation of a Caribbean 
court of appeal, cutting off lengthy 
appeals to the UK Privy Counci and UN 
agendas. Trade between Caricom and 
South Africa will be discussed with 
President Nelson Mandela, who witi be a 
special guest 

Taking the biscuit 

Shareholders at the annual meeting of 



Cokotadovny, the Czech foods group, are 
expected to approve the division of the 
company into separate biscuit-making 
and confectionery units, to be owned 
respectively by Group Danone of F ran ce 
and Nestfe of Switzerland. 

Trans-Pacific symposium 

Senior government officials from Lathi 
America and the Caribbean gather In 
Tokyo to attend a two-day international 
symposium to exchange views and 
promote business exchanges with Japan. 
Alberto Fujimori, Peruvian president and 
Ryutvo Hashimoto, Japan’s prime 


minister wQI also attend. 

Genetic verdict 

A French parliamentary commission 

pubBshes its report to the government on 
genetically mocfifted crops, which is 

expected to include advice on whether to 
approve strains already developed by 
leading agri-chemical groups. 

FOMC meets 

The US Federal Reserve’s policy-making 
open market committee begins a 
two-day meeting on Interest rates. 
Though the economy has been growing 
at a rate the Fed generafiy considers too 
fast tor its own good, the central bank Is 
thought unlikely to raise rates for the time 
being. This caution stems partly from a 
fear of Intensifying the crisis in Asa and 
partly to a conviction the economy wfll 
slow of its own accord later this year. 

Britain steps down 

The British presidency of the European 
Union ends; Austria takee over the 
presidency from July 1. 

Rocket launch 

The control module, first segment of the 
Alpha I n ternati ona l Space Station, is 
launched from Baikonur, Kazakhstan. 

Mozambique vote 

Mozambique’s local elections are 
overshadowed by a boycott by the 
opposition movement Renamo, the 
former guerrflla group. Four years after 
the country's first democratic general 
ejection - which followed a peace deal 


ends a 300-year tradition 


between the riding FreBmo party and 
Renano - Mozambicans will elect 
mayors and local assemblies in 33 
municipalities. Renamo dakned the 
elections were befog organised unfairly, 
but the pods will stffl serve as a measure 
of the government's popularity ahead of 
the next general election in 1999: several 
independent candidates, including former 
Fraiimo activists opposed to free-market 
economic policies, are standing against 
the riding party. 

Soccer 

WOrld Cup soccer tournament final 
second round matches: Romania v 
Croatia, Bordeaux; Argentina v England, 
St Bienne. 


FT Surveys 

Hong Kong; Business Arts Sponsorship. 

Holidays 

Conga 


WEDNESDAY 1 


European parliament 

The European Parliament meets tor a 
two-day session In Brussels to consider 
proposals for urban regeneration. Urban 
areas are home to 80 per cent of the 
European Union's population yet attract 
less then half its spending, according to 
the parliament's environment co m mi tt ee, 
which is calling for an urban environment 
programme based on sustainabilty and 
partnership. The EU’s 1999 budget wiH 
also be debated and on Thursday trade 


union rij^rts. the vokaitary sector and fair 
trade with developing countries are oh 
the agenda. MEPs wtU also consider the 
possible extension of the 4B-bour 
working week directive to transport and 
offshore workers and Junior doctors. 

Caspian question 

Russian President Boris Yeltsin holds 
bRstera! talks with Kazakh leader 
Nursultan Naza r baye v in Almaty, during 
which they are scheduled to sign 
agreements on friendship and the 

contentious Issue of the Caspian Sea. 
Kazakhstan and Russia are expected to 

agree on how to cBvfcta the seabed fo tha 
northern section of the rasource-nch sea. 
The five Caspian Bttorai states have yet 
to decide how to carve up the waters, 
holding up muM-bHlIon dollar ofl and gas 
deals. Talks wffl also touch on the 

Kazakh-based Baikonur cosmodrome, 

which ffcosia rents from the former 
Soviet republic. 

One year on 

First a nn iver sa ry of the return of Hong 
Kong to Chinese rule. The following day 
the new 60-member Legislative Council, 
elected on May 24 In the first vote since 

Hang Kong returned to Chinese rule, has 

Kb first sitting. Chinese president Jtang 
ZSmin wfll attend ceremonies. 

Federal 50th 

German Soda! De moc ratic party 
chancellor candidate Gerhard Schroeder, 
German state of Hesse premier Hans 
Bchel. US ambassador John Kombtum, 
British .ambassador Pad Laver and 
French National Assembly speaker 
Laurent Fablus attend a celebration to 
mark the 50th anniversary of the 
handover of the ‘Frankfurt Documents” 
by the three second world war western 
alBes to the 11 German state premiers 
which recommended the foundation 
of a democrati ca lly elected federal 
assembly. 

FT Surveys 

Review of i n formation Technology; South 
Asian Software. 

Holidays 

Egypt, Ghana, Bangakiesh, Hong Kong, 
Pakistan, Taiwan, Canada. 


THURSDAY 2 


Airport takes off 

Hong Kong’s new fotamalional airport at 
Chek Lap Kok Is officially opened by by 
Jiang Zemin, Chinese president 

FT Survey 

International Health Management 


FRIDAY 3 


Albright stops over 

Madelefoe Albright, US secretary of state, 
stops in Tokyo after a trip to Beijing to 
brief Japanese goveronent leaders on 


■ I, irtnnt eat Clinton's folk* w® 1 Qtiltfc - 

Soccer 

World Cup quarterfinals, ..... 

Nantes: {SredvWgcn^D^n^ 
Match B. Saint-Dents: (ftety v France). 

Holiday 

us. 


SATURDAY 4 

Galling on Nigeria 

The United Nations hur^ rigt^ . , 

investigator for Nigena. SoH 

Sorabjee. has written to the govg mrMr^ 
of General Abduisalam Abubakarw^g 
permission to pay a wedrjong ™ 
todav Ha has been seeking entry since 
KpSiSnant in October 1997 but tt* 

government of the late mHttery nJj r 
General Sanf Abacha never repBed. 

Soccer 

World Cup quarter finals. Match C. 
Marseilles: (Holland or Yugoslavia V 
Argentina or England). Match p, Lyons. 
(Germany or Mexico v Romania or 
Croatia). 


SUNDAY 5 


Mexican polls 

Gubernatorial, statehouse aid municipal 
elections are hold fo fo the Mexican 
states of Chihuahua, Durango and 
Zacatecas. 

Big brothers 

The 15-day grand sumo tournament 
starts fo Nagoya. Wakanohana, newly 
promoted yokozuna grand champion, wB. 
enter toe ring together with his yokozuw 
bother, Takanohana as the first set of 
sailings In sumo history to hold toe 
tide. 

50-year cure 



0< 


Britain's ground-breaking National Health 
Service system of universal good quality 
healthcare celebrates Its 50th 
anniversary. 

Orange march 

The protestant Orange Order holds its 
first parade with a march In Portadown. 

Holidays 

Czech Republic, Gambia, Venezuela. 

CompBod by Roger Bee/s 
Fax 44 171 873 3196 


ECONOMIC DIARY 


Other economic news 

Monday: The Bank of Japan’s 
tankan survey of toe economy 
is likely to worsen, reflecting 
the country’s on-going 
recession. Industrial 
production and large-store 
retail figures for May are also 
scheduled for release, with 
unemployment on Tuesday. 
Tuesday: The Federal 
Reserve's open markets 
committee meets to decide Its 
decision on interest rates, 
which wHI be announced on 
Wednesday. Most expect no 
change in rates, given the 
state of the deepening Asian 
financial crisis. 

Wednesday: The downward 
trend In the US National 
Association of Purchasing 
Managers Index wiH continue 
Its dedfoe, as the s tronger 
dollar and the further impact 
of Asia are felt 
Thursday: The US 
employment report for June 
may appear to show a slower 
pace of growth in non-term 
payrolls, thanks to the strike 
at GM taking 50,000 off. The 
unemployed rate is Hkely to 
drift up to 4.4 per cent 
Friday: The UK purchasing 
managers index for the 
service sector wiH be keenly 
watched for signs of any 
slowdown In the UK's 
domestic economy. 


aw 


Statistics to be released this week 



Cooney 

SMtflo - 

Faeeoeet 

Acta* 

fkilnmml 

Country 

sraoetfc 

Foment 

Aotsst 

Monday France 

June Industrial survey 

21 

23 


US 

June domestic fight truck sales 

63m 

• 7.1m 

June 29 

UK 

May consumer crwflt 

Ct^bn 

COObn 

Thura 

Japan 

May ovaral personal consumer stcpan*” -1.3% 

-2.1% 


UK 

June provisonal MO** 


6.3% 

Juty 2 

Japan 

May personal cons' axpan* {workers)” 


-05% 


US 

May now home sakw 


888k 


Japan 

May kicome {works rep 


-1.1% 


US 

June agriculture prices 


-1-0% 


France 

May producer price Max*. • 

00% 

-02% 

Tuesday Japan 

May unemployment rate 

4.296 

4»t% • 


France 

May producer price index” 

•0.1% 

00% 

June 30 Japan 

May Job offara&aekara ratio 

053 

055 


UK 

June official reserves 


-SlJJm 


Japan 

May construction orders** 


-15.1% 


UK 

May housing starts 3 months/3 months 

-1.0% 


Japan 

Mpy housing starts” 

15J396 

-18.1% 


UK . 

June CBI distributive trades - 


200% 


Japan 

May construction smrts” 


-12.6% 


US 

June nonfarm peyroiis 

200k 

- 296k 


France 

May unemployment rate 

115% 

11.9% 


US 

Juno tranubdurinQ puyfufa- 

-13k' 

-26k 


Franoe 

May Joteeetcora* 

-03% 

-0.4% 


US 

June hourly earnings.. 

03% 

. 03% 


Italy 

Apr EU trade batanoa 

L03tn 

-L02tn 


US . 

June average workweek 

34.6 . 

34.7 


Italy 

May ax-BJ trade balance 

L3JRn 

L2_Btn 


US 


4*% ‘ 

43% ■ 


Canada 

May deportment store sates” 

108% 

11.8% 


US- • 

Initial claims June 27 

395k ' 

364k 


US 

Arne Chicago PMJf 

500% 

503% 


US 

Stale beneffis June 20 


2174k 


US 

June consumer confidence 

135.0 

135.2 


US 

May factory orders 

-13% 

1.2% 

Weds 

Japan 

June automoMe sales” 


-00% 


US 

May factory inventories 


05% 

July 1 

Germany 

June pufchasfog managers indexf 


5028 

Fri 

UK ' 

June Chert* fast* Ptscri’ & Supply Stir* 


509% 


Japan 

June farex reserves* 


0.6% 

Jidy 3 

Ireland - 

Jim Bve register 

3 IJOk 

231.9k 


UK 

June Chart* Irtsf of Putch* Managers 


403% 

During the week... 





US 

June Naf Ass’ Purchasing Managers 

51.0% 

51 A% 


Germany 

May menafeef ' arrises pan Germany* 


06% 


US 

May leading indicators 

Unch 

0.1% ■ 


Japan ■' 

June trefc baT (Bret 20 days) notf 


Y453bn 


US 

May construction spending 

03% 

08% 


Ffcsala ■ 

Jim consumer price Max* - 

03% . 

05% 


US 


June domestic auto sales 


6itm 


7.1m 


*111101 on month, tyavon year, Jwesorafly adjured 


Suttiks, coBlmyStntmi& Port IMS. 


ACROSS 

1 Study passage which nuns 
use (7) 

5 Fumes a lot as they talk too 
much (7) 

9 Hides request In writing (5) 

10 Ordering a fur one Is evil 
O) 

11 Notice blade has label on 
the Inside edge (9) 

12 In future ring off once he's 
in front (5) 

13 Model is to take 50p back to 
share (5} 

15 Politician left without man 
being released (9) 

18 Hidden kiss a Parisian 
asked about (9) 

19 Once I left before final 
whistle and regretted 
absence (5) 

21 Returned as doctor wants a 
dance (6) 

23 Fool paces round before 
whipping boy (9) 

25 Minimal distortion, twice 
what’s accepted in a metal 
(9) 

26 Dim fellow isn’t speaking 
badly (5) 

27 One of those supporting the 
board? (7) 

28 Keeping Irene guessing 
some back out (7) 


DOWN 

1 Range of direction finder 
( 7 ) 

2 Poor Shane, very sick, is 
taken here (9) 

3 Learner omitted to slow 
down for German city (6) 

4 They feel it's time to have 

castle rebuilt (9) 

5 Tactless remark as servant 
returns iron OS) 

6 Extra payment or sodden 
increase a cleaner accepted 
( 9 ) 

7 A preserve with fruit (5) 

8 Postpone taking the Ameri- 
can in while away (7) 

14 One cuts a shapely figure 
in the garden (91 

16 Heater once available for 
people contemplating 
retirement (9) 

17 Not a girl I recollected 
making suits (9) 

18 Sup free bitter with arro- 
gant person (7) 

20 Qualify for quarters, hav- 
ing rank (7) 

22 Timid person with nothing 
to think about (5) 

23 Fancy mum going to home 
on Exmouih front! (5) 

24 Like a fairy in a novel fin- 
icky (5) 
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NOTICE TO TOE HOLDERS OF 

Optoc DaHchi Onto C*, lid. 

(Ite "Company"! 

U.S. $100,000,000 

2X par cmL Bsaranteed Notes 2060 

ntw-Nous'i 

■rfttiWanarts 

Notice Is herabygvan to the holders of tne Norm mat at tfie general meow* or 
Hie BharataMets of the Company heM on 26th June. 1998. it was resolved mat 

the capital of me Company ne reduced by ftn 19^)38.394.716 w«h ettect 
from 4m Augst 199& 

PiraarA to me Commercisi Code of Japan, the hofaten of me Notes wfio nave 
any objection agar net the above rerfcjcdon of capital may express thew abject ton 
to the Company by the resolution of a meeung of the raiders of the Nome not 
talar man 30th July, 1998 rJapan thnei. If no objection ft expressed to me 
Company within the above period, the holders of the Notes are deemed to 
approve the above reduction of capital. 

NOTICE TO TIC H0USB OF WARRANTS 
issued m coriuncflon vrtth the above mentioned Notes 
Pursuant to Clause 4 of the mstrunem dated 15m February. 1996 (the 
"Instrument") and Condition 11 of the Terms and Contfttans of the waraxs 
thereof, ytxi arc hereby notified as follows: 

1. tr* icMcn to the above mentioned reduction of capital, the Company has 
consoWaied Its shams tV common stock at the rate of 3 : 1 as of 30th Aiy. 
1998- 

2. *8 a result of such consoUdition of the shares and prasuantlo Clause 3 of 

me tawumem. me Subscription Price of the abovecapttoned Warrants has 
Men adjusted from Yen 438 to Van 1L314. effective as from 30m My. 1998 
vJspan wne). 

CHri e r i Pel liA l Bo n tae Cm , I M . 

By The GM or TahyoMtoubon. La. 
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TECO Electric & Machinery Co., Ltd. 
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Zero Coupon Credit Enhancement Convertible Bonds due 2003 
(The "Company” and the “Bonds” respectively) 
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managing corporate risk 

With an eye on shareholder value, NHMEJHMPNiF'' ‘’""NP 

companies are reviewing their treatment of 
risk. Christopher Adams looks at the 
challenges of a balancing act 

Walking a 
tricky tightrope 


Rogue trading, /ailed 
product launches and a dam- 
aged reputation can infli ct 
greater harm on business 
than the strongest earth- 
quake or hurricane. The 
nature of corporate risk is 
changing fast and success or 
disaster rests on manage- 
ment ability to deal with it 

Conventional insurance on 
its own Is no longer ade- 
quate protection against the 
unforeseen. With sharehold- 
ers attaching as much 
importance to disclosure and 
accountability as to profit 
and loss, executives have 
come under increased pres- 
sure to ensure that what can 
go wrong does not A “risk 
culture" is evolving in the 
world's biggest multination- 
als. where Insurance forms 
part of a financial toolkit to 
unlock cash and Improve 
profitability. 

In the US, a fall in the 
overall cost of risk - defined 
as the cost of Insurance pre- 
miums plus retained losses - 
has coincided with a sharp 
increase in outsourced risk 
management (see table). 

A series of high-profile cor- 
porate disasters, preventable 
but very expensive, has 
spurred this reassessment. 

Barings, the British mer- 
chant bank, collapsed in 1995 
when a single trader ran up 
huge losses in unauthorised 
derivatives trading. 

An oil tanker owned by 
Exxon, the US oil company, 
spilled millions of gallons of 
oil and devastated stretches 
of the Alaskan coastline. 

Philip Morris, the world's 
biggest cigarette manufac- 
turer. had to recall Sbn ciga- 
rettes after a contamination 
scare threatened to cost it 


hundreds of millions of dol- 
lars. 

Toyota was forced to halt 
car production last year 
because of a fire at a suppli- 
er's factory, highli ghting the 
dangers of just-in-time sup- 
ply chains. 

For the really big losses, 
conventional Insurance is 
not a solution. More compa- 
nies are also realising tha t 
frequently occurring and rel- 
atively predictable risks can 
often be more cheaply 
retained in-house. According 
to a report by consultants 
McKlnsey. US businesses 
spend 1-3 per cent of revenue 
on traditional Insurance, but 
frequently find that the pre- 
miums they pay are much 
greater than any compensa- 
tion they receive. Between 
15 and 20 per cent of insured 
risk is now retained, and 
that could double in the next 
decade. British Petroleum, 
for instance, buys conven- 
tional insurance only when 
it has to for regulatory or 
contractual reasons. 

“The boundary between 
transferable risk and the 
risk a company and its 
shareholders are prepared to 
carry is being redefined," 
says McKinsey. “A handful 
of companies see business 
insurance as a new and effi- 
cient source of capital They 
use it to increase returns on 
equity by protecting cash- 
flow, reducing capital tied 
up in the business, or 
improving financing terms, 
The instruments they use 
are very different from mast 
insurance available today." 

Corporate risk extends 
beyond the purely cata- 
strophic warehouse fire or 
theft of goods. It ranges from 


legal, political and regula- 
tory issues to shareholder 
relations, the effects of com- 
petition and management 
competence. It encompasses 
health and safety, product 
development, staff fraud and 
reputation, as well as the 
purely financial aspects of 
r unning a business. 

As the focus on the risks 
that companies face becomes 
wider, so do the techniques 
for managing them. Many 
multinationals have set up 
captive insurers, for exam- 
ple. dedicated to looking 
after specific risks normally 
just for the corporate that 
owns them. There are nearly 
4,000 captives worldwide, 
principally based in offshore 
jurisdictions with attractive 
fiscal regimes. Companies 
are also applying scientific 
analysis to calculate loss- 
bearing capability, tapping 
the reinsurance markets 
directly and using over-the- 
counter derivatives. 

With companies choosing 
to retain risk, the issue of 
what to insure is approached 
differently. With an eye to 
share price performance and 
earnings growth, managers 
are seeking to smooth the 
Impact of losses over a 
period of time, effectively 
Insuring the balance sheet 
This has resulted in an evo- 
lution away from the pur- 
chase of annual policies that 
cover separate eventualities 
to packages where protec- 
tion is guaranteed over lon- 
ger periods and activated 
more often by financial trig- 
gers such as interest rate 
and foreign exchange volatil- 
ity, or fluctuations in com- 
modity prices. Financial risk 
is huge; the losses incurred 



Striking a compromise between risk and reward can be a challenging feat 


by the German conglomerate 
MetallgeseUschaft from trad- 
ing in ail derivatives were 
$1.57bn, dwarfing what 
would he regarded as a mul- 
tinational’s maximum liabil- 
ity for property damage. 

Such transactions help 
reduce uncertainty for the 
buyer and can liberate cash 
held against long-term liabil- 
ities. Risk-financing con- 


tracts that share between 
companies and insurers the 
potential gains as well as 
losses of a new venture, 
product launch or acquisi- 
tion, are becoming popular. 
Instead of charging & pre- 
mium which rises or falls 
each year depending on loss 
experience, an insurer could 
receive some of. the profits in 
return for guaranteeing to 


make up any unexpected 
shortfall - transforming 
insurers into investors. 

The capital markets, a 
much deeper source of funds 
than the insurance and rein- 
surance .markets, have a 
huge number of potential 
investors! and are full of 
promise. Industry experts 
believe that risk can he. 
spread , more widely and 
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mare cheaply if it is securit- 
ised. “This is the future,” 
says Chris Mundy of Sedg- 
wick, the international 
■ insurance broker. “When 
you've started multi-line, 
multi-year policies, securitis- 
ation is just a step away." 

To d”** , the small number 
of deals securitising Insur- 
ance risk have been confined 
TTMriniy to Insurers seeking 
to lay dff their exposure to 
big catastrophes' such as 
hurricanes or earthquakes. 
USAA, the biggest residen- 
tial insurer in the US, issued 
' $4g0m in hurricane-linked 
securities this month. Inves- 
tors buying the bonds 
receive interest payments 
thpt are Mghnr than those of 
a blue-chip corporate bond. 
If a hurricane hits, than the 
capital raised is used to meet 
claims when losses rise 
above a certain leveL Catas- 
trophe bonds could be used 
by companies to stabilise 
cashflow. Electricity genera- 
tors, for example, which can 
see revenues fluctuate with 
weather conditions, could 
benefit ,frpm such issues. 

A whrinWng market for 
traditional insurance prod- 
ucts has spurred an unprece- 
dented wave of consolidation 
among the global insurance 
brokers. As the needs of buy- 
ms change, fee-based consul- 
tancy is fast surpassing 
income from pure broking. 

Two broking and consul- 
tancy gianta have emerged 
from this: Aon Group and 
J&H Marsh MtJawiTuiTi . both 
based in the US. Increased 
size ban given them greater 
bargaining power over brok- 
ing rivals, hut now they are 
competing more with rein- 
surers and accountants. 

Ernst & Young thin month 
established a joint venture 
with Chubb, the US insurer 


- a move that Ifi Ukely jjf 
replicated elsewhere. The 
accounting combes are 
♦airing control of the nsK 
management agenda, sajj 
Paul Hopkin, head of nsk 
management at the bbi-- 
“Brokers are still ver> 
closely wedded to the insur- 
ance Industry." 

Increased competition 
should ultimately lower the 
costs for buyers and broaden 
the range of services avail- 
able. But many companies 
will have to improve their 
own risk management first 
While risk is not easily 
quantifiable, evaluation 
methods could be improved. 
Judith Harris-Jones of the 
Association of Corporate 
Treasurers says too few com- 
panies apply statistical tech- 
niques such as “value at 
risk" (VaR), more typically 
used by banka to measure 
the volatility of financial 
risk such as currency fluctu- 
ation, to their businesses. 
Combining mathematical 
tnnfipia with information on 
insurance losses should 
onahte companies to allocate 
capital more efficiently. 

Making sure controls are 
in place that limit the likeli- 
hood of everyday drama 
turning into crisis is still the 
riBk manager's principal 
role. Glaxo Wellcome, for 
example, has based its man- 
agement approach around 
the identification of a dozen 
key risks. “On the one hand 
you have prevention, on the 
other you have insurance," 
says Richard Reddaway. 
group Insurance manager. 
“What you seek to do is to 
get it right so that you don't 
need Insurance." 

As long as there is ade- 
quate contingency to handle 
disaster, shareholder value 
could be in for a boost 







To us, risk is not just 
a four-letter word 




These days it's de-rigueur for business advisers to make sure 
their conversation includes liberal mentions of 'risk"*. 

But have your business advisers got around to explaining 
what this means to you and your business? 

The Arthur Andersen Business Risk Model™ does. It focuses 
on every aspect of a business, giving you a complete picture 
from all angles. We recognise that to arrive at conclusions 
and recommendations that are of any practical use requires 
intimate knowledge of a business, so we involve you in all 


stages of the process. The final analysis combines our 
accumulated knowledge of your industry, with your 
individual circumstances, concerns, objectives and priorities. 
And it doesn't stop there. We continually update our 
analysis to reflect the way in which your particular business 
is evolving. 

The Arthur Andersen Business Risk Model™: In an area 
where nothing is ever definitive, it gives our clients the best 
possible picture and something to swear by. 


Arthur 

Andersen 


1 Surrey Street, London WC2R 2PS 

Authorised by the Institute of Qurteitd Accountants in England and Wales to cany on Investment business 
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2 MANAGING CORPORATE RISK 


BUSINESS RISKS • by Patrick Jenkins 


Holistic response 
to a fever of interest 


FOCUS POINTS 


Engine for change Ointment for stings 


New- age risk 
managers are 
redefining the 
old ideas of risk 
and insurance 

The traditional attitude to 
risk is dying fast- And the 
traditional instruments and 
processes of managing risk 
are dying with it. Only a 
decade ago, corporate risks 
were commonly offset by 
insurance, and Insurance 
was bought by companies 
through brokers. Normally 
the company had an insur- 
ance manager, or if it was 
far-sighted that individual 
was called the risk manager. 

But the world has moved 
on since then. As the corpo- 
rate focus on shareholder 
value catches on around the 
world, anything that might 
be a source of uncertainty is 
being treated as a risk that 
could need managing. 

To respond to this, and as 
part of the breaking-down of 
discipline barriers on the 
international financial ser- 
vices scene, many profes- 
sions are seeking to con- 


vince the world that they 
can be risk consultants. ' 
More rounded, “holistic'* 
approaches are now the 
rage, and areas of risk that 
many had. never thought of 
are being studied as aca- 
demic sciences. - 

There may be an dement 
of opportunism here, hut the . 
argument for focusing proac- 
tively on risk rather than 
defensively on insurance is 
compelling. Risk manage- 
ment can still be used is the 
traditional way - as a means 
of fighting fortuity and 
reducing insurance premi- 
ums in consequence. But 
insurance has never been 
able to cover every risk that 
a company might have iden- 
tified, let alone the risks that 
don't become apparent until 
a consultant gets involved. 

The basic move from 
insurance to risk manage- 
ment as the main focus in 
this area was neatly pnoBg- 
ured over 20 years ago in the 
change of name of the pro- 
fessional association. What 
is now the Association of 
Insurance and Risk Manag- 
ers was, until 1974, the Asso- 
ciation of Insurance Manag- 


ers. As Airmic executive 
director David Gamble says, 
companies are finally realis- 
ing that insurance purchas- 
ing is not the central func- 
tion that this manager 
should be responsible for. 
“In progressive companies 
the risk twmag ar will handle 
everything from health and 
safety to running a rule over 
a new business during a 
merger," he says. 

But Airmic is sceptical 
about some of the new risk 
professionals. They accept 
that the Big Six accounting 
firms, for example, can hire 
risk experts and offer a con- 
sultancy service, but many 
professions are not following 
thi s flnp 

Auditors, for their part, 
claim to have a lot to offer, 
not least as a result of per- 
sonal experience. “More 
auditors have probably lost 
their shirts over business 
risks than any other sector,” 
says one Big Six partner. An 
auditor can. make an effi- 
cient facilitator, says Robert 
HodgMnsOn, a partner at 
Arthur Andersen and chair- 
man of the steering group on 
the financial reporting of 


risk at the Institute of Char- 
tered Accountants in 
England and Wales. Holistic 
risk management, says Mr 
Hodgkinson, should mean 
getting everyone around the 
table, to get the wider view 
and balance the perspectives 
of the various managers: the 
insurance manager, who 
might want to buy a range of 
insurance cover, the trea- 
sury manager, who might 
want to securttise risk: the 
health and safety manager, 
who might want to spend 
£LQm on a new sprinkler sys- 
tem . 

Some traditional insurance 
companies will be clinging 
to the way risk used to be 
treated, but insurers with a 
more modern outlook sup- 
port the holistic argument 
Chris Schnar. special 
accounts manager at Winter- 
thur International, stresses 
the importance of corporate 
risk managers having the 
broader view, especially 
when it comes to financial 
risk. “Understanding one 
another across the increas- 
ingly blurring borderline 
between insurance and 
banking is vital.” he says. 


Motor fleets 


Besides expanding into new 
areas, the risk management 
discipline clearly has a 
valuable role to {day in the 
more established 
mainstream, whether tbs 
object of that should be to 
eliminate the need for 
insurance or cot its cost 
Fleet motor isa traditional 
line of insurance business, 
where big com p anies in 
particular are finding it 
cost effective to be as 
proactive as possible tn 
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involved and then 
self -insuring them. 

BT has the largest motor 

fleet in Europe, with in 
excess of 55,000 vehicles. 

It is leading the way in 
terms of assertive risk 
control. 

BT thinks in terms of a 
motor risk triangles the 
human aspect (injuries to 
employees or third parties) 
and the legal aspect (arising 
from accident liability} are 
commonly appreciated, but 
the financial riwnwi t. is 
traditionally neglected. 
Transferring financial 
accountability down to 
line managers focuses the 
mind, says Kevin 


Charlesworth, controller of 
casualty risk management 
atBT. 

Driver training is key - 
indeed, BT has just signed 
up with a specialist agency 
to organise a tailored 
programme. This is 

combined with measures to 
promote staff motivation, 
and 

communication. 

Mr Charlesworth stresses 
too how few companies 
make fleet management an 
integral part of health and 
safety controls. A fleet can 
often be a company's biggest 
e x posu re . 

BT !s largely self-insured, 
which is arguably why its 
risk control is so 
proactive. 

Honing the management 
of such risks might seem a 
distant and invisible 
activity, but some symptoms 
of its development wfll 
reach the public at 
large. 

More and more companies 
with fleets are dearly 
aiming to minimise 
driver-reliant risks; it is 
becoming common practice, 
for example, for vans and 
lorries to display messages 
to other road-users 
encouraging them to report 
bad driving. 
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GIVE UP SOME FREQUENT FLIER MILES. 

GET A LIFE. 


A Digital Visual Communications'” system can get you someplace even more exciting than London, Paris, or Rome: Home. 

Fad is, using what , we at VTEl 'like -to .Jeectijio:) as ■ videoconferencing that's been raised la a 

possible for you to spend far less time gain's inhere you hove fa go, and much. more time being' wbqrtf-you' ft* 

If this sounds like pretty revolutionary staff, Wei); . tbbfs because It I*. lt‘s a revolution driven- by.. Wha> The.; 

industry's best picture and sound, easy, iitfcfifhra. interface a, and- ingeniously simple video network 
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to mention, the only product lino thal's completely compatible with your PC network. True, a VTEL ^yste’pj- '^y' nisf.Ydo'- 

for your frequent filer account, but ?F1I do something a mating for your personal life: It will 
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Visil www.vtel.cam or call +44 (0] 118 955 3233. Outside the UK, +1 512 231 2870. 
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♦Call for a free video about VTEL's SmartVideoNot Manager” the ideal way to control and manage your Digital Visual Communication* network. 



Fraud 


striking a balance between 
risk and reward is what risk 

manag ement should be all 
about The risk versus 
reward idea, albeit with on 
altered moral tint, will also 

define the potential 
fraudster. 

Sarah Evans, a partner at 
Ernst & Young, says a trio of 
dmims tances in modern 
or ganisat ions can create a 
breeding ground for fraud 
and leave senior managers 
in the dark. 

■ Rapid business growth, 
often involving overseas 
expansion, can mean that 
directors will know 
relatively little about 
non-core operations. More 
fraud occurs in newly 
developed areas of business 
than anywhere else. 

■ Leaner executive 
structures, following the 
stripping-out of middle 
layers of management, can 
leave companies with a 
dearth of operational 
knowledge. 

■ Modern technology and 
the information and record- 
keeping capabilities that it 
facilitates can leave 
traditional senior managers 
unaware of exactly what 


their staff arc* doing. 

Most important of all w 
the nurturing or an 
anti-fraud culture. that 
even the most dtsafftvtfd 
staff are deterred from 
chancing their arm at 
fraud. 

Once the forensic auditor s 
assessment of a company is 
complete and risk manage- 
ment recommendations an? 

put forward, a decision has 
to be made about whether or 
not to Insure the* residue of 
risk. 

Other financed alternat- 
ives to insurance an? nut 
popular in mitigating fraud. 

In fact, it is traditional 
Insurance that seems to be 
gaining in appeal, with 
established fidelity and 

directors’ and officers 1 
liability core rages now 
spawning specific 
easy-to-grasp crime and 
fraud policies. Insurers are 
also working hard with 
insureds to reduce risk. 

Although Ernst & Young 
sal’s its new co-operation 
deal with US insurer Chubb 
will not stretch as far as 
calling in the partner party 
to advise on insurance, this 
kind of more rounded 
multi-adviser approach is a 
conceivable strategy' for the 
whole industry in the future. 


How to sort IT 


IT risks 


The old-time risk manager 
might not like his ground 
being encroached upon, but 
the fresh influx of 
consultants selling their 
assistance may well be 
relevant in niche or 
technically complicated 
exposures and in new areas 
of risk. An IT consultant, 
for example, would be a 
better source of Information 
on IT risks than a 
mainstream risk manager. 

Price Waterhouse 
(PricewaterhouseCoopere 
following its merger with 
Coopers & Lybrand which 
takes effect on 1 July) prides 
itself an its IT risk 
consultancy arm. Partner 
John Bromfield says much 
IT risk consultancy is 
project management work 
focusing on ensuring new 
systems come in on time, on 


Before the event 


Legal risks 


The disparate range of 
eventualities with passible 
legal implications has not 
normally been considered as 
a whole. But again, rounded 
thinking ran pay off. 

It is always advisable to 
pre-empt disaster by taking 
legal risks advice, says 
Philip Vaugban of legal 
practice Simmons and 
Simmons. 

This seems a far cry from 
the image of the legal 
adviser who earns his crust 
from after-the-event 
litigation fees. But, says Mr 
Vaughan, avoiding dispute 
does not equate to lawyers 
shooting themselves in the 
foot. Establishing long-term 
relationships is what it's all 
about. 

Lawy ers say they are the 
appropriate risk consultants 
in any area that could have 
a legal aspect 

Timely and accurate legal 
risks advice can be used to 
stave off or contain a range 
of threats: criminal action, 
regulatory action, civil 


action by third parties, 
contractual rows, complaints 
or bad publicity. 

Bui even in relatively 
traditional, insunxl risk 
areas, legal consultants say 
they can do better what 
might traditionally have 
been regarded as pan of the 
broker's or company 
insurance manager's job, 
namely to knit together an 
insured’s various * 
coverages. 

“There are often gaps in 
cover, especially in 
non-mainstream areas," says 
Mr Vaugban. 

He cites the example of a 
mineral water company that 
bought Insurance to cover 
inopportune eventualities 
during advertisement 
filming but failed to dovetail 
its cover. 

Separate policies were 
bought to cover against 
damage to the wheatfield 
location and bad weather on 
the day of filming. But when 
bad weather destroyed the 
wheatfield, there was a row. 
and the insurers ended up in 
court arguing that neither 
policy was liable. 


Growing the hedge 


Financial risks 


Financial volatility is one 
famous field of risk in 
which insurers have not ' 
taHtfttonally been Involved. 
Instead, company treasurers 
have approached merchant 
banks and have bought 
Secn ritised products, 
p rincip ally derivative 
instruments, to cover a 
variety of balance sheet 
nsks. most obvionsly 
foreign currency exchange 
fluctuation. 

■But if insurers appear 
under attack from other 
financial services operators 
m insurance preserves, here 
the scenario is reversed. 
“Insurers are starting to 
cover financial volatility, 
selling insurance through 
the front door and buying 
derivatives through the 
Jack door," says Andrew 
Lavey, manager of risk 
fiBSbcing at Royal & 
S^AUlance Reinsourance. 

Some immrers are looking 
at financial risks laterally 

end in a more rounded way. 


■ Policies are being 
developed to cover future 
rent increases on 
commercial property, for 
instance. Currently 
companies often have to 
rely on long.tenn 
averaging to flatten such 
risks. 

■ Insurance is being made 
available to cover the 
residual value of assets 
and bridge short-term 
cashflow problems that 
might occur when 
depreciation is tougher than 
a balance sheet might have 
forecast. 

■ Weather risk policies are 
under development. 

Weather docs not just cause 
natural catastrophe. At an 
operational level, it can 
devastate the 

balance sheets or a spectrum 
of businesses: electricity 
generators' sales will dip in 
hot weather; ice cream 
makers will suffer In a poor 
summer; construction 
onmpanieswiU experience 
building delays if cold 
weather holds up concrete 
pouring. 






budget and that 
functionality is right. 

IT risk management 
breaks down into five areas: 

■ control services: looking 
at who gets access to what 
within internal IT networks. 

■ assurance services: 
providing “comfort advice" 
an Internet services. 

■ operational services: 
analysing areas of exposure 
to risk in workers' 
day-to-day IT operations, 

■ e-commerce: tightening 
security around the 
fast-growing area of internet 
trading. PW has teamed up 
with a US software company 
to develop a product that 
addresses the problems. 

■ externa] security: hacking 
teams test how easy it is to 
access a company's IT 
system; S3 per cent of PW’s 
test hacking yielded access. 
Consultants then assess how 
much damage could be done 
by a genuine hacker. 
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BOARDROOM RESPONSIBILITY « by Graham Buck 
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Putting the onus 
of risk control on 
directors can be 
uncomfortable 
but rewarding 

Is risk management a 
process that needs to include 
board members? Even if 
there were no other reasons, 
self-interest alone would sug- 
gest the answer shnnirf be 
yes. 

The belief that those at the 
top of the corporate ladder 
could and should be more 
Involved in managing risk 
has been steadily growing. 
In the UK, it has been 
spurred by the raft of corpo- 
rate legislation over the past 
13 years that commenced 
with the Companies Act 1985 
and most recently has sear 
the government move to 
introduce the offence of “cor- 
porate killing”, to be levelled 
against directors where 
death has resulted from 
their tolerance of and failure 
to rectify unsafe practices. 

Since the mid-1980s, direc- 
tors’ and officers' liability 
insurance - previously a 
purchase mostly restricted, 
as far as UK companies were 
concerned, to those with 
operations in North America 
- has become established as 
a standard cover. The pro- 
tected existence once 
enjoyed by board memben 
has been progressively dis- 
mantled. In other countries, 
the desire by companies to 
gain access to the interna- 
tional capita] markets has 
exposed many to share- 
holder scrutiny for the first 
time. Even Germany, tradi- 
tionally a bastion of corpo- 
rate secrecy, has seen com- 
panies become more 
accountable to the outside 
world. 

“The world is a much 
mare unforgiving place than 
it was even 10 years ago,” 
observes Roger Davis, head 
of audit at Coopers & 
Lybrand. “Capital markets 
are much less forgiving of 
mistakes. If the company 
isn't performing, a bid will 
promptly come along and 
the onus is on the board to 
p er for m. ** 

The more hostile environ- 
ment mpam that the princi- 
pal aim of risk management 


If* 


creating a new 
in risk solutions 


How does corporate diversification of risk affect 
shareholder value? 

Should companies focus their activities on a 
single product or geographic region? 

What is the impact of diversification on a 
company’s corporate ride management 
philosophy? 


We analysed the shareholder value 
performance of the top 500 UK industrial 
companies - with some surprising results. 

Our findings are summarised in the second 
of a series of Sedgwick-sponsored Oxford 
Executive Research Briefings, prepared In 
conjunction with Oxford’s Templeton College. 


For more information please contact: 

Deborah Preuy on +44 1865-122 500 
dcboRdi.preny(?nniplelaa.OkronLac.ixk 

Lesley HoUon +44 171*481 5167 
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(for copies of the report) 
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has shifted. Preventing 
material damage baa become 
less of a priority than pro- 
tecting the company’s repu- 
tation and retaining its cli- 
ents. The shift has moved to 
safeguarding the assets that 
are not covered by insurance 
in the traditional sense. 

Paul Howard, a risk man- 
ager for Sainsbury’s, 
believes that the standard 
annual report will increas- 
ingly refer to the company’s 
risk exposures. Actual or 
perceived failure by senior 
management to be Involved 
in the risk minimisation pro- 
cess will be regarded as a 
breach of fiduciary duty. 

“We're moving into a more 
fluid environment, which 
could eventually end risk 
management as a separate 
discipline with a move away 
from distinct areas," he 
adds. 

Already, most board mem- 
bers are aware that the once 
distinct boundaries dividing 
financial risk management 
and property/casualty risk 
management have been 
breaking down. TTte current 
favoured concept of “holis- 
tic" risk management goes 
further in extending its prac- 
tice into all areas of corpo- 
rate activity. 

The process has undoubt- 
edly been hastened by the 
well publicised corporate 
failures (the most high pro- 
file of which was Barings) 
that have revealed a litany 
of unchecked abuses, weak- 
nesses in financial control 
and an inability of those not 
on the board to question 
company policy. In response, 
several countries have pro- 
duced reports on corporate 
governance - Cadbury and 
two successors in the UK. 
Dey in Canada, King in 
South Africa and Risk Man- 
agement Standards in Aus- 
tralia - setting out a “code 
of best practice”. In the post- 
Cadbury era, the issues on 
which Coopers is consulted 
are more penetrating and 
challenging than in the early 
1990s, says Mr Davis, and the 
firm's audit committee has 
semi its role enhanced. 

The Cadbury report told 
top-tier managers that they 
must be more aware of busi- 
ness risk and then actively 
manage it, says Mick Shu- 
tter, principal consultant for 



A culture that encourages whistle-blowing is increasing the risk burden for directors 


Aqumen Risk Management 
Consulting. 

Mr Shutter sees manage- 
ment accountability as com- 
prising two main strands. 
The company should have in 
place a risk management 
culture and philosophy that 
is both endorsed and sup- 
ported by the board. How- 
ever, responsibility for enfor- 
cing this culture sh ould be 
(nwraiteri through lino man- 
agement, and involve the 
entire workforce. In feet if 
the risk manager does his 
job as well as this Utopian 
theory would have it, he will 
matte him self redundant. 

This spread of responsibil- 
ity is a relatively new con- 
cept reflected, for example, 
by the displacement in 
recent years of the term 
“health and safety officer”. 
Newly branded “health and 
safety advisers” do not 
shoulder the whole burden, 
but support tiriR manag ers in 
tasks that are actually then- 
responsibility. 

Worryingly, a recent sur- 
vey of the attitudes of UK 
boardrooms to business risk 
by the risk, management ser- 
vices group of KPMG found 
little consensus over who 
was ultimately responsible 


for managing business risk, 
although over half of the 
companies surveyed had car- 
ried out a business risk 
review. Just over one third 
of respondents felt responsi- 
bility lay with the finance 
area, 12 per cent thought it 
was with the chief executive 
and only 7 per cent believed 
that it rested with the board 
as a whole. The results sug- 
gest that many companies 
would benefit from a 
detailed business risk-profil- 
ing exercise. 

Credit insurer Hermes 
agrees. Its recent poll of key 
finan ce directors and risk 
managers points to a criming 
together of functions and 
reponsibilities, but reveals 
that the degree of board 
involvement in risk control 
is still very limited. 

What of the future? Bring- 
ing risk management home 
to the top strata of manage- 
ment is being further 
encouraged by a number of 
well ' publicised develop- 
ments. In the US. the protec- 
tion afforded to “whistle- 
blowers" - employees who 
are able to come forward and 
report corporate malpractice 
without fear of recrimina- 
-tion - has exposed abuses to 


the chagrin of corporations 
such as Texaco. Whistle- 
blowing has had a more fal- 
tering development in the 
UK, despite it being champi- 
oned by the organisation 
Public Concern at Work. 
This situation Is set to 
change next year, when the 
Public Interest Disclosure 
Bill now passing through 
parliament is due to take 

effect 

The two buzz issues of 
today will also have enor- 
mous repercussions for any 
top management that is 
unprepared. The first is the 
introduction of the single 
European currency. The sec- 
ond is the likely failure of 
many computer systems to 
effect the transition from the 
year 1999 to 2000. Those not 
actively involved in prepar- 
ing contingency plans for 
both events will be directly 
in the firing line Tor losses 
from resulting disruption. 
The Health and Safety Exec- 
utive has been frank: where 
failure to carry out an 
assessment has safety impli- 
cations, prosecutions will 
follow. 

Graham Bade is a writer for 
the Financial Times newslet- 
ter World Insurance Report 



WHY TAKE THE RISK? 

Do you lie awake at eight worning wfceSfce«* your *:rgar:isario:i 
will achieve all its objectives? 

At KPMG we take a big picture approach and look at the whole spectrum 
of risks facing an organisation. 

We aim to help align risk management strategies not just with processes but also with people. 

Dynamic risk management is an ongoing process of risk identification, measurement and control. 

It is a crucial element of management style. Informed risk management is about 
successfully exploiting the nsk/reward relationship. 

As a leading global provider of risk management services, we have the experience of helping our 
clients avoid the corporaie catastrophes which keep hitting the headlines. 

KPMG helps clients examine the strategy in place in their organisation to manage risk and 
enable high performance decision-making. 

For further information about Risk Management Services please contact 
Sbooaid Jemmett-Page at 8 Salisbury Square London EC4Y 8BB 
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CAPTIVES • by Adrian Leonard 


Good reason to be self-assured 


More companies 
are setting up 
their own 
insurers, but for 
different reasons 


Captives - insurance 
companies owned by the cor- 
porations they insure - con- 
tinue to grow in popularity. 

However, like the rest of the 

wholesale insurance market, 
their nature is changing. 
The motives for forming a 
captive have also changed. 

"Investment income and 
access to the reinsurance 
markets are no longer the 
driving reasons to form a 
captive." says Hugh Rosen- 
baum. a principal of actuar- 
ial firm TiUinghast-Towers 
Perrin. Now, be says, corpo- 
rate risk managers are 
adopting captives for several 
new reasons, most or which 
relate to seeking control of 
their own insurance destiny. 


“They believe they are 
saving money." he says. 
“But there are other non -fi- 
nancial captive advantages, 
such as 'enhancement of 
global insurance pro- 
grammes. A captive is the 
best way to collect premi- 
ums from all around the 
world in a global high reten- 
tion programme" 

At the end of last year, 
according to Tillinghast’s 
1988 Captive Insurance Com- 
pany Directory, there were 
some 3,966 active captives 
worldwide, up about 200. Til- 
linghast estimates that, with 
total premiums of USflSba, 
captives control about 8 per 
cent of the world's non-life 
commercial property /casu- 
alty premium. 

The continued, although 
slowing, growth is occurring 
at a time when commercial 
insurance" is incredibly 
cheap. Captives are being 
formed for other reasons. 

"Development Issues are a 


focus now," says Andrew 
Tunmcliffe, Director of Sedg- 
wick Risk Consulting. "We 
are seeing captives move 
into product enhancement, 
and take on customer risks. 
Captive managers are assist- 
ing In product devekrpmeoi, 
provision of warranties, and 
guarantees to product devel- 
opment" 

Such activities change the 
fundamental nature of the 
captive's role. "There’s a 
new thought process about 
where opportunities lie." 
says Mr Tunmcliffe- “Cap- 
tives are becoming profit 
centres, as opposed to cost 
control facilities." 

Captives are increasingly 
being used to combine corpo- 
rations' entire portfolios of 
risk. "The new, optimistic 
and positive developments 
are the use of captives in 
conjunction with advanced 
risk-financing programmes.” 
says Mr Rosenbaum. "Multi- 
year, multi-line insurance 


programmes, programmes 
including previously unin- 
sured risks, and even the 
inclusion of financial risks 
such as forex and interest 
rate fluctuations, are being 


Mr Tunniclifle disputes Mr 
Rosenbaum's assertion that 
access to reinsurance mar- 
kets is a dwindling advan- 
tage for starting a captive. 
"There is a lot of potential in 
using captives for product 
guarantees, credit and politi- 
cal risks. These can be 
hedged back into the rein- 
surance market," he says. 
"We are seeing same interest 
in those areas, and the rein- 
surance market is reacting 
to that" 

Despite the larger number 
of US-owned captives, UK 
corporations are much more 
Ukely to have one. A TtBin- 
ghast study of FT World 500 
companies found that 88 per 
cent of UK companies on the 
list had a captive, compared 


Handier of captives 
000'8 


The world’s top captures 

Distribution of captives among the FT World 500 companies, 1997 
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with 61 per cent in the US. 

Overall, 224 of the 500 own 
a captive, and their nature, 
according to Mr Rosenbaum, 
is different from that of the 
new, smaller captives: "AH 
these new ones that come 
along are just drops in the 
bucket." he says. "The big 
established captives are cut- 
ting down, through lower 
premiums, lower retentions, 
and in some cases, notably 
In US workers’ compensa- 
tion, going back to the fixed- 
price commercial market" 

But Mr Tunhicliffe sees 
growing potential for cap- 
tives in such lines as 
employee benefits, especially 
in the UK. "Part of the prob- 
lem has been that the group 
risk managers who control 
the Insurance programme 
have not had much of a rela- 
tionship with the group 
human resources manager, 
who runs the employee bene- 
fits." A captive can cover 
employee benefits in the tra- 
ditional way, Mr Tnnnicliffe 
says. "There's a lot of pri- 
mary risk, but it is predict- 
able, high frequency and low 
severity. Using a captive for 
this business has advantages 
for the captive owner, and 
we are seeing a lot of inter- 
est" 

A major development ear- 
ner tBtS month' was the 
announcement that from 
1999 Lloyd's win allow cap- 
tive syndicates to trade 
under Its brand. While cer- 
tain syndicates, such as that 
of Nissan, are effectively 
captives already, the 
announcement that Lloyd's 


will officially accept captive 
operators is likely to attract 
at least some sew business. 

Lloyd's access, through 
centrally held, insurance - 
licences/" to 64 countries, 
worldwide and each US 
state. wiHohyiate the need 
for local" fronting on behalf 
of captives, and thus lead to 
decreased costs. Fronting is 
the practice al one insurer 
underwriting a risk, but 
transferring most or all of it 
to another risk carrier (in 
this case, the captive). 

"It has been possible to 
have DTI registered onshore 
captives." says Mr Tozmi- 
cllffe, "but Lloyd's offers 
infrastructure and services.” 
However, he believes the 
Lloyd's option will be attrac- 
tive only to key players with 
assets above £5m. "I don’t 
see any value for the smaller 
captive." 

UK corporations rarely 
take the domestic supervi- 
sion option. Instead, most 
are located in tax-friendly 
environments. Guernsey has 
330 captives, Luxembourg 
258, the Isle of Man 171, and 
Ireland 139. 

Jersey and Gibraltar too 
have moved into the captive 
business, bnt so far have 
attracted only 21 companies 
between them. 

Gibraltar may soon 
improve its numbers, how- 
ever. Last year the DTI 
approved the Gibraltar 
Financial Services Commis- 
sion. as a competent author- 
ity to supervise insurance 
business. As such, Gibraltar 
domiciled captives can now 



Ggmftw could be one of tfn new captive hotspots 


write business anywhere in 
the European Union. Gibral- 
tar, where Spanish is widely 
spoken, is also pushing hard 
at the booming Latin Ameri- 
can market 

In Guernsey, a company 
structure called ’protected 
cell' has been developed to 
accommodate rent -a -cap- 
tives, facilities which can be 
used by small companies 
that want the advantage of a 
captive but are too small to 
make running their own 
company cost efficient. Even 
larger corporations may feel 
a rent-a-captive is a prefera- 
ble alternative (see Xerox 


case study. Page 5V 
Protected cell companies 
(PCCs) allow, within a single 
entity, several groups of 
assets to be held within ant- 
legal entity, while protecting 
the assets in each cell from 
responsibility for losses 
within a single cell. Ot her 
points, such as the require- 
ment to prepare only a sin- 
gle set af annual accounts, 
offer further benefits. Six to 
10 new Guernsey PCCs are 
reportedly under consider- 
ation at the moment. 

Adrian Leonard is the notes 
editor of Insurance Oat / 
newspaper. 







VALUE AT RISK • by Judith Harris-Jones 


The science of value for money 


^rteai#sCyaR-fer Corporates 


There is a strong 
argument for . 
quantifying the 
usually vague 
notion of risk 


In the decades leading up to 
the stock market shocks of 
1990 (News Corporation. 
Coloroll, Polly Peck), the 
management of risk in UK 
corporates.. was fragmented. 
Those responsible for prod- 
uct liability, health and 
safety, catastrophe events 
and treasury may not even 
have had a regular dialogue. 
Today, as this survey shows, 
the corporate perspective on 
risk is changing. The shift 
towards a company-wide, 
integrated approach is 
unmistakable; it begins as a 
regulatory initiative (corpo- 
rate governance, accounting 
standards, audit criteria) but 
is now proactively sought by 
boards and audit commit- 
tees. motivated by the 
well being of their share- 
holders and their own repu- 
tations. 

The deceptively simple 
question asked by our cap- 
tains of industry is: "How 


much risk do we run?" Or. 
as the UK Association of 
Corporate Treasurers puts it 
"Are the risks we face, when 
taken together, big enough 
to threaten our objectives, 
impair our relationships 
with investors and lenders, 
and ultimately to put our 
solvency in danger?" (The 
Management of Corporate 
Risk, ACT 1998). 

The challenge of measur- 
ing risk has-led corporates to 
look closely at the develop- 
ments in the banking and 
securities industry. The 
widespread incidence of 
losses incurred by financial 
institutions became public 
knowledge in the present 
decade; as the management 
of risk is primary activity for 
them, the investment in pro- 
cesses for its capture and 
measurement was swift and 
substantial. Can corporates 
piggy-back on this expertise? 

Value at risk (VaR) - a 
way of analysing informa- 
tion to generate a picture of 
the likelihood and probable 
cast of loss - has emerged as 
a key methodology for the 
financial sector. From a 
given set of inputs, which 
can be historically or (imagi- 


natively) scenario-generated, 
ft calculates the maximum 
loss - the at-risk value - 
that an entity (trading desk/ 
business unit/firm) might 
experience, to a given level 
of probability. In arriving at 
this value, the analysis 
incorporates the correlation 
of the inputs - that is, the 
extent to which risk factors 
are mutually compounding 
or offsetting. Because riski- 
ness of different activities is 
translated Into a common 
standard fie potential loss). 
VaR allows risks to be added 
up, and also to be compared. 
Thus, it can play an impor- 
tant role in the capital allo- 
cation process, measuring 
expected and out-turn 
returns against the riskiness 
of the investment 
Many chief financial offi- 
cers believe that VaR is an 
inappropriate tool for corpo- 
rates due to the short-term 
investment horizon gener- 
ally applied by financial 
institutions when calculat- 
ing the market risk of portfo- 
lios using VaR. However, as 
the recent applications 
regarding credit risk have 
demonstrated, the holding 
period can be increased to 


one that is mare appropriate 
for a corporation, such as an 
accounting period. 

There are a number of 
areas in which VaR In its 
more traditional sense can 
be applied. These applica- 
tions primarily concern the 
risks emanating from the 
corporate treasury function: 
measuring the market risk 
of exposures to cashflows in 
foreign currencies (imports 
and exports) and interest 
rate-sensitive assets and lia- 
bilities: measuring the com- 
modity price risk of key fac- 
tor inputs such as oil, metals 
and soft commodities; mea- 
suring the expected credit 
exposure on forward con- 
tracts (such as an oil pro- 
ducer mtering forward sales 
contracts) and calculating 
estimated losses due to non- 
performance by customers. 

However, the VaR concept 
can have a wider application 
within corporates to mea- 
sure the cashflow at risk for 
the company as a whole or 
for a stogie strategic busi- 
ness unit Cashflow at risk 
(CFAR) is not a new concept 
in risk management and 
seeks to model potential 
variability in a corporation's 


cashflows in response to 
changes in financial prices. 

Essentially the corporation 
is represented as a portfolio 
of cashflows, which are sen- 
sitive to a number of differ- 
ent financial prices (risk fac- 
tors). The whole cashflow- 
generating cycle (both cash 
inflows and outflows) will be 
subject to financial price 
risk directly (interest costs, 
commodity price risk) and 
indirectly (increasing inter- 
est rates reducing the 
-demand for a company's 
products). Consequently the 
variability in the net cash- 
flows of a company will be a 
function of: the sensitivity of 
the value of the cashflows to 
the financial prices and the 
volatility/correlation of 
those financial prices; the 
elasticity of demand and 
other key factors to changes 
in the financial prices. 

The sensitivity of supply/ 
demand functions and direct 
production costs to changes 
in financial prices such as 
interest rates can be esti- 
mated using regression anal- 
ysis. This will give a mea- 
sure of the elasticity of the 
variable to changes in the 
key risk factors. 


These relationships and 
sensitivities will form the 
basis of an econometric 
model of the risk, which 
measures the sensitivity of 
the Ann’s cashflows to these 
factors both directly and 
indirectly. Ibis econometric 
model can be used to simu- 
late the frequency distribu- 
tion of the expected cash- 
flows based an the historic 
volatility and correlations of 
financial prices. 

This model will provide a 
valuable tool to measure the 
potential impact of changes 
in volatile financial prices 
and to identify and test the 
performance of appropriate 
risk-reducing measures. 
Such risk-reducing measures 
could include: hedging the 
company's exposures to 
financial price risks which 
will affect direct production 
costs; devising appropriate 
pricing policies to respond to 
the potential impact on the 
demand function of changes 
in financial prices. 

Recent soundings suggest 
that as many as 50 per cent 
of the biggest UK corporates 
now use VaR. though most 
limit its use to foreign 
exchange and credit risk. 


flflfJBP. 
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Building* risk measure- 
ment into the way a com- 
pany does business raises 
risk awareness, prioritises 
risks for action, and prompts 
the development of strate- 
gies for d ealin g with the con- 
sequences of risk (ie contin- 
gency plans). 

It enables the more rigor- 
ous testing of capital propos- 
als, and can create a fairer 
appraisal process for those 
business groups that are. 
competing for scarce 
resources. It can give direc- 
tors confidence that they are 
running the business with 
the right level of risk, or 
give them the Information 
necessary to get the risk 


back within the perimeters 
which will protect the com- 
pany's credit rating and 
share price. 

In short, the measurement 
or risk should lead to better 
decision-making and 
increased shareholder value. 
It is for the directors to 
decide whether these bene- 
fits justify the investment in 
technology, training and cul- 
tural shift that may l« 
required to deliver them. 
Judith Harris-Jones is a part- 
ner at Arthur Andersen Busi- 
ness Risk Consulting anti is 
deputy chairman of the 
technical committee at the 
Association of Corporate 
Treasurers. 



Let CIGNA cover the 
risks you cannot 
afford to take 
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business advantage for customers: our ability to 
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CASE STUDY 


British Petroleum 


CASE STUDY 


Xerox 


Fuel for thought 


In the minutes before 
midnight on 18 May, an 
egplosUm disrupted the 
Sapref oil refinery near 
Durban, South Africa. Such 
events usually send 
insurers scrambling to see 
what, if any. responsibility 
they might have for damage 
to the plant, for business 
interruption costs, or for 
liability costs relating to 
pollution or injury. But this 
instance is different. BP, the 
ruK’s largest oil company, 
owns 50 per cent of the 
Sapref plant, and the loss 
was covered by BP^s captive 
insurer Tasker Insurance. 

“As a matter of policy, BP 
will boy insurance only to 
cover BP risk when it is 
required for regulatory or 
ana voidable contractual 
reasons, H Henry Labram, 
BP's head insurance, 
explains. For all other BP 
risks - the company has 
fixed assets of more than 
£23bn - BP has chosen to 
forgo the conventional 
insurance markets and bear 
potential losses alone. "If 
you can withstand the 
financial volatility of losses, 
t bgn why buy insurance,*' 
be asks, adding that BP has 
saved several hundreds of 
R-uIUods of pounds since the 
decision was made. 

The policy of eschewing 
conventional insurance 
began in 1991 when, after 
consulting major 
shareholders, BP decided 
that the cost of insurance, 
which then was at an 
all-time high, was too great 
for the loss protection it 
afforded. Only losses of less 
than $!0m would be 
covered, and then only at 
the discretion of group 
managers. Small-scale 
losses became their 
responsibility, to be insured 
conventionally or 
self-insured through 
operating budgets as 
Jjadividual group managers 
saw fit Since then BP has 
done away with even this 
low-value cover, despite the 
fact that insurance is very 
much cheapo: due to 
overcapacity and increased 
competition. Competitor Elf 
Aquitaine is reportedly 



BP has abandoned conventional insurance far its range of daks 


enjoying a 70 per cent price 
reduction on its insurance 
cover for 1998. 

BP now buys insurance 
only when it must. During 
construction, far example, 
when “BP risk" is 
intertwined with the risks 
of contractors and 
subcontractors, BP will 
usually purchase 
construction all risks cover. 
When cover such as motor 
insurance is mandatary, BP 
obviously complies with 
local law. In all. Mr Labram 
estimates, the company 
spends less than $50m on 
insurance premium 
worldwide. 

To economise further, 
whenever possible, BP buys 
insurance from Tanker 
Insurance, a oompany 
which it owns. About half of 
BP's premium flows into 
Tanker, which Mr Labram 
main tains is the Oldest 
operational captive insurer. . 
Tanker has no other 
customers and is “certainly 
not" used fbr tax purposes. 
In addition, BP belongs to . 
several protection and 
indemnity dubs — mutual 


insurers which provide 
tanker fleet owners with 
8500m of oil pollution cover 
- ami has investigated, but 
rejected fbr the present 
time, the nascent 
alternative risk transfer 
facilities that tap the wealth 
of the capital markets to 
protect against catastrophic 
loss. “At least six months 
ago we concluded that the 
market had not evolved far 
enough yet to make it 
sensible on cost-benefit 
grounds fbr a corporate to 
securitise risk through the 
capital markets," says Mr 
Labram. 

BP has a very dear policy 
on health, safety and the 
environment, and a safety 
philosophy permeates the 
organisation. Every 
manager is a risk manager. 
“The policy on safety is 
complemented by the policy 
on insurance," says Mr 
Labram. BP believes being 
uninsured increases safety 
and reduces losses. The fact 
that the company has had 
no single uninsured loss 
overglQm since 
conventional insurance was 


abandoned supports the 
theory. 

BP’s attitude is 
progressive compared with 
that of many other major 
companies, and it is 
certainly ahead of its peers 
in the energy industry. 
However, in practice most 
are buying a lot less 
insurance today than • 
previously, and retaining 
more risk for themselves. 

Sources in the industry 
believe Exxon had been 
planning a similar course to 
BP's, but the massive losses 
resulting from the Exxon 
Valdez spill, which 
continues to cost insurers 
hundreds of millions per 
year, apparently changed 
the US giant's direction. It 
seems unlikely that other 
major industrial companies 
will give up conventional 
insurance altogether while 
it remains as inexpensive as 
it is in today’s market 
conditions. But when the 
insurance market hardens, 
more companies may well 
follow BP's lead. 

Adrian Leonard 


Sanitary lessons 


Yoa go to your office toilet 
and stand in front of the 
hand basin. But, whatever 
your status in the company, 
yon cant wash your hands 
< of responsibility for risk - 
at least not at Xerox Ltd in 
Mftehddean, Clones. 

; There, etched on the 
bottom of the mirror before 
yon, is the message: “You 
j are looking at your safety 
manager.” 

That kind of anecdotal 
evidence reflects the 
devolved attitude to risk 
management espoused by 
the whole of Xerox - which 
is not to say that risk is not 
! professionally and properly 
managed at every level 
from the do and risk 
manager down. 

For the past three or four 
years, Xerox has been 
managing its risk portfolio 
more proactively than ever. 
Following the 1995 
appointment of a new chief 
financial officer with a 
greater appetite for risk 
than his predecessor. Xerox 
revisited the fundamentals 
of its risk managemen t and 
insurance-buying 
strategies. 

It called in three major 
brokers and gave them 
carte blanche to come up 
with a new programme. The 
most extreme plan was to 
buy virtually no insurance. 
This idea was, however, 
rejected in favour of a 
middle ground. 

J&H, now part of Marsh 
& McLennan, came up with 
comparative data from 
equivalent industry 
insureds. An average 
percentage of a variety of 
key ffuanriaia was selected 
as the basis to decide what 
Xerox's maximum 
loss-bearing capability 
could be. This scientific 
approach was tempered 
with gut management 
! instinct before settling on 
an amount of 8100m as the 
maximum exceptional loss 
that could be borne: 

The decision to continue 
baying insurance was 
motivated by an awareness 
; that liability exposures, 
although really untested, 
were potentially huge - a 
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$200m loss is always a 
theoretical possibility, says 
Xerox Ltd group risk 
limnag w Malcolm Oliver. 
Plus, given Xerox’s loss 
record, liability insurance 
is low-price at the moment, 
even with virtually no 
deductible. 

Mr Oliver picks out 
product fire and toner 
explosion as the key 
liability risks. In the past a 
couple of warehouse fires 
have been the only 
significant losses - 
unsprinklered third-party 
facilities meant the losses 
were total, and in 
consequence Xerox now has 
a policy of not locating 
more than $5m worth of 
stock and/or property at an 
unsprinklered site. 

One area that foils into 
the product liability 
category, but is excluded 
from insured risks is 



damage to third-party sites, 
such as doors, windows, 
walls and carpets, during 
delivery or repair visits. 
Xerox self-insures this 
relatively high-frequency, 
low-severity niche. 

Property exposures, for 
which Xerox now absorbs a 
SlOm first layer as opposed 
to the |2m taken prior the 
1995 insurance 
restructuring, are treated 
as hig hly protected risks 
(HPRs) at key locations. 
Again, toner powder is a 
key area, since, when 
sparked, it behaves like 
gunpowder. To manage this 
potential risk. Xerox 
maintains scrnpnlonsly 
clean toner plants, with aD 
the apparatus banded to 
earth to eliminate static 
and the possibility of 
sparking. 

Generally, though. 
Xerox’s manufacturing 


processes consist of 
assembly work, so risk is 
Intrinsically low. A high 
proportion of revenue these 
days comes, to any case, 
from servicing, and paper 
and toner di str i buti on as 
well as hardware 
manufacture. 

The third key area for 
Xerox is corporate 
governance risks for which 
it buys combined directors’ 
and officers’ liability, 

fiduciary and fraud cover. 
There is a high deductible, 
except for individual D&O 
exposures. 

Besides the relatively 
marginal areas of IT risks 
and financial risks -areas 
which don’t fall under Mr 
Oliver’s risk management 
remit - that leaves fleet 
motor as the remaining 
major risk. Across the 
board, Xerox substantially 
self-insures third-party 
liability and accidental 
damage. Non-US fleets have 
just been re stru ct ure d with 
Cigna as the fronting . 
insurer, providing a claims | 
service and liability cover 
in excess of 8100,000; but 
everything else revert s to J 
Xerox itself. 

Xerox also has a captive | 
insurer, Bessemer 
Insurance Ltd, based in I 
Hamilton, Bermuda. Set up I 
in 2979, Bessemer is now 
deemed to have outlived its 
usefulness and is in run-off, 
although Mr Olivo: says it 
could be swiftly reactivated 
if, for example, J&BTs 
rent-a-captive facility were 
terminated. 

A company culture of 
safety and quality, with 
q naBl y- cbecking ar> d 
controls often outsourced, 
underpins the whole of 

Xerox's approach to 
common sense risk 
management Mr Oliver is 
open to consultation with 
the new generation of risk 
consultants, but only on an 
ad hoc basis; generally, he 
is content that Xerox's 
approach to risk 

management is effective 
operationally and 
financially. 

Patrick Jenkins 
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Looking after their own 


insurers are in the business 
of faring other people's 
ri®, but how do they go 
about managing their own? 
Royal & Sun Alliance (RSA). 
the UK's largest composite 
insurer with a net asset 
value of £7.3ta. has a 
network spanning 121 
countries. 

TV> deal with this 
worldwide exposure it has a 
foil- time risk management 
function, contrary to the 
majority of UK insurers. 

The benefits of this policy 
were highlighted soon after 
the announcement in 1996 
that RSA would be created 
from the merger of Royal 
Insurance and Sun Alliance. 

On June 15 that year both 
Arties took heavy hits 
when the Manchester IRA 
bomb exploded between 
Royal Insurance’s 
Longridgc House and Marks 
4 Spencer’s Arndale outlet, 
for which Sim Alliance was 
the lead insurer. 

On a financial basis, the 
insurer could handle the 
damage, as both buildings 
had terrorism cover with 
specialist state-guaranteod 
reinsurer Pool Re, but 
Setting the business up and 
running again was a greater 
task. It was due to good 
practice in business 
continuity phoning that 
SSA was able to reopen for 
business on- the Monday 
alter the blast despite 
^juries, some serious, to 



'Group risk manager Julia 
Graham explains that her 
team benchmarks itself 
against companies in other 
industries, looking for 
samples of good practice 
worldwide. These were 
applied after the 
Manchester bomb - the 
business was recovered 
quickly by local teams, 
whilst media and salvage 
issues were handled by 
croup, experts. 

Other examples range 
from mn ti minif y reviewing 
the business continuity 
guidelines, and 
disseminating the revisions 
throughout the group, to 
ensuring that aoo RSA 
“unagpre attending a 
tggjference in Spain travel 
^different flights, 

Whan tiie companies 

“«Wd. a group risk 
assessment was undertaken 
to identify the priority ' 



RSA raBed in adversity after the Manchester bomb 


Issues and aggregate 
exposures. Insurance covers 
were then merged* applying 
common deductibles and 
purchasing, and taking 
account of the new limits 
that might be necessary. If 
the insurer had not taken a 
view, it would have risked 
exposing itself to levels of 
attritloaoal risks it might not 
have wished to bear. The 
basis of RSA’s insured 
risks break down as follows: 

■ Property damage and 
business interruption are 
covered by RSA itselt but 
terrorism in the .UK is 
reinsured to Pool Re. . 

■ Employers’ liability 
insurance is bought from 
RSA. but limits are set 
using external, independent 
advice. 

■ Fiduciary cover far the 
liabilities assumed by the 
trustees of the staff pension 
and health funds is 
arranged on a global basis, 
bat cover is bought in the 
US not the UK. and from an 
outside insurer. This is 

because the greatest 

exposure is stateside and 

RSA is not a leader in the 

fiduciary market. 

■ SsAatoo covers TPL for 
the UK car fleet, bat 
accidental damage is ■ 


self-insured. This distinction 
was consciously made to 
demonstrate to those 
driving company cars that 
they have a responsibility to 
help manage the risk. 

■ Currently the main, risks 
which RSA transfers 
include professional 
indemnity, terrorism and 
fidelity cover, although 
fidelity is being reassessed. 
A detailed review is under 
way to determine if crime is 
adequately understood 
within the group; risk 
financing may be purchased 
at the end of this process. 

■ As far as catastrophe 
risks are concerned. RSA Is 
l ooking at new ways of 
flnanring them, but at 
present these are covered by 
an in ternal fond. One option 
being considered is for tbe 
purchase of .blended multi- 
year. multi-line catastrophe 
cover. 

■ Also under review is tbe 


risks and absenteeism; at 
present a comprehensive 
health screening system is 

in place for UK managers, 
which was tailored for RSA 
by two providers to meet 
the group's needs. 

■ Financial risks, such as 

currency fluctuations, are 


hedged against on a group 
baas and strictly controlled. 
■ In other areas, retentions 
are currently calculated 
locally and covers bought 
locally - each region 
decides how much cover it 
n eeds and buys up to that 
amo unt. 

As a whole, the group 
spends over HOm on 
insurance premiums 
annually, but this is 
steadily reducing tbanks to 
discounts secured due to 
improved risk management. 

The group’s insurance 
spend is not that great in 
the context of overall 
expenditure, says Mrs 
Graham. Keeping cover 
in-house generates 
nTaimc.hanrTHng 1 benefits 
and superior reinsurance 
ar rangwnwrta- Tn addition 
to this, tbe covers are 
bought from different parts 
of the group which helps 
spread the risk. 

“Insurers are traditionally 
conservative." says Mrs 
G raham, “and we are still 
quite significant buyers of 
traditional insurance. 
However, we axe locking at 
being more innovative in 
oar choice of soluti o ns." 

Claire Milhench 
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Alternative Risk Transfer 




At Winterthur International, a member of Hie Credit Suisse Group, we’ve mastered the 
fine art of alternative risk transfer in offering the following services and solutions: 

CAFTIVE/RENT-A-CAPTWE 

Consulting, Implementation, Management of diente' wholly owned insurance operations; 
facilities in Bermuda. Cayman Islands, Ireland and Switzerland. 

HNiTE/BlENDED COVERS 

Structuring solutions that contain funding and risk transfer elements for hard-to-lrtsure risks. 

INVESTMENT BACKED AND CAPITAL MARKET INSURANCE SOLUTIONS 
Access to capital markets through Credit Suisse First Boston. 

Of course, we can also look after an of your traditional risk management and employee 
benefit needs. For a complete picture call either of the following: 


Switzerland 

Phone +41 saMimi 


United Kingdom 
Phone +44 171 929 2181 


Winterthur 


INTERNATIONAL 
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Where to turn for help • by Terry Sparkes 

Consulting 
the experts 


How do you go 
about finding the 
right consultant 
to advise on your 
risk profile? 

The emergence of risk 
management as an pggpwHai 
modem business discipline 
in recent years has spawned 
the development of a num- 
ber of risk service providers 
from a variety of sources. It 
may seem as though every- 
body is trying to get in on 
the act but in most cases 
each type of consultant will 
have a valuable and differ- 
ent service to offer. 

Risk management com- 
prises four essential ele- 
ments: risk Identification, 
analysis and evaluation, 
elimination or reduction, 
and the financing of residual 
risk. 

Risk management does not 
just happen - you have to 
work at it, and ideally it will 
be set down in a policy state- 
ment issued by the board of 
directors and endorsed by 
the chairman or chief execu- 
tive. It is necessary to have 
access to a range of risk 
management services which 
are all designed to help com- 
panies address the key ele- 
ments described above. They 
have traditionally been pro- 
vided by the insurance 
industry (and included in 
the premium paid to insur- 
ers) or by brokers as part of 
their intermediary service 
for which a commission is 
charged. 

However, a developed risk 
management programme 
enables companies to accept 
greater responsibility for 
losses as a result of adopting 
a risk strategy supported by 
services provided by special- 
ist suppliers. 

The insurance industry 
continues to be a core sup- 
plier but increasingly risk 
management is being han- 
dled on a fee-paying basis 
and is not necessarily linked 
to an insurance policy. 

Risk management 
embraces a range of risks 


wider t>um those that would 
normally be Insurable; 
-holistic” risk management 
incorporates all potential 
risk exposures to a company, 
including financial, opera- 
tional, reputation and bad- 
ness risks. Corporate gover- 
nance has also had an input 
and this has seen the emer- 
gence of new players from 1 , 
different disciplines all eager 
to provide fee-earning set-' 
vices to potential customers.. 
Many of the largest UK com- 
panies have their own risk 
management departments 
and other in-house special- 
ists, but In view of the' 
increasingly diverse range of 
risk exposures It will often 
be more coat-effective to out- 
source to suppliers of spe- 
cialist services. 

The benefits of risk man- 
agement are also becoming 
more apparent to small and 
medlum-sjzed companies. 

_An array of factors is 
behind the mushrooming of 
risk management 

■ Corporate governance 
demands that companies 
have an effec ti ve risk strat- 
egy which is dearly demon- 
strable to shareholders. 

■ The Association, of Insur- 
ance and Risk Managers 
(Ainnic) has suggested that 
a risk management policy 
statement should be 
included, in the anim al 
report ami accounts of pub- . 
lie companies. 

■ The future growth and 
pr osperit y of an organisation 
may depend an a successful 
risk strategy. 

■ Conversely, a s e v ere loss 
from an unexpected risk has 
frequently spelled the end 
fin* a business that has not 
pre-planned for emergency 
action in or ganisational, pro- 
cedural and financial terms. 

■ It is essential that risk 
Sirmegy should reflect corpo- 
rate objectives. It should be 
reviewed on a regular basis 
to ensure it remains relevant 
to the changing circum- 
stances within an organisa- 
tion. 

Terry Sparkes is an indepen- 
dent risk management 
consultant 
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Tel: 01932 241402 
Fax: 01932 810026 
email: enquiries@sg-rs.co.uk 


The Contingency Company 


One-stop shopping in 
contingency planning 

V Business Continuity 
* Disaster Recovery 
S Professional Services 
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An enlightened approach to insurance 


Royal & SunAlliance is one of the world's 
largest non-life insurers, with assets 
of over £60bn and a network spanning 
132 countries. 
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THE MAPUTO CORRIDOR 

' ' " 

iPne of Africa’s most ambitious regional development projects 
& aimed at reviving international trade and attracting 
foreign investment along the route from Johannesburg 
to the Mozambican capital. Victor Mallet reports 

Path that promises 
to be more than 
the sum of its parts 




1 1 i 


Twenty-five years ago the 
road and the railway 
between Johannesburg and 
the Mozambican capital 
Maputo (then known by the 
Portuguese colonial name of 
L ouren go Marques} served a 
thriving trade in cargo and 
tourism. Maputo’s port the 
closest to Johannesburg and 
Pretoria, was the outlet for 
40 per cent of the exports 
from South Africa's indus- 
trial heartland. 

A civil war alter indepen- 
dence in 1975 soon reduced 
Mozambique to extremes of 
(d vfl»bPoverty and violence. Rebels 
' i 'V T supported by the white 
minority governments of 
Rhodesia and South Africa 
harassed the c ommunis t EVp- 

limo government and choked 
off most of the traffic 
between Maputo and its hin- 
terland. The city and the 
port fell into disrepair. 

The Maputo Corridor plan 
is aimed at reversing this 
decline. Launched in 1995 - 
the year after both South 
Africa and Mozambique held 
their first democratic elec- 
tions following the end of 
apartheid and a peace treaty 
between Frelimo and the 
rebels - it is one of Africa's 
most ambitious regional 
^development projects, 
fj , £h Each government has 
promised to facilitate the 
construction and repair of 
file transport infrastructure 
along the route, with the 
goal of reviving interna- 
tional trade and attracting 
foreign investment in indus- 
try, agriculture and tourism. 


Success is already in sight 
Maputo's port is being reha- 
bilitated. Landmines are 
being cleared from the coun- 
tryside. A private sector con- 
sortium has begun work on 
a 440-kilometre, R1.3bn toll 
road between Wit bank in 
South Africa and the 
Mozambican capital - South 
Africa's first significant proj- 
ect finance deal. Mozal, an 
international joint venture 
led by Billiton, is building a 
$1.3bn al umin ium smelter 
□ear Maputo in a project 
worth nearly as much as 
Mozambique's annual gross 
domestic product. Other 
Investments are an the way. 

Relations between the two 
neighbouring countries have 
been transformed since Nel- 
son Mandela became South 
African president four years 
ago, and the warmth has 
been increased by the public 
love affair between Mr 
Mandela and Grapa Madid, 
widow of the former Mozam- 
bican leader who died in a 
plane crash. 

Old-fashioned slogans are 
still painted on to walls 
along the streets of Maputo 
(“Struggle until Victory for 
the Triumph of the Revolu- 
tion!"), but President Joa- 
quim Chissano's government 
has abandoned Marxist eco- 
nomics and enthusiastically 
welcomed the participation 
of the private sector in the 
Corridor project and the 
economy as a whole. 

Launching the construc- 
tion of the toll road earlier 
this month in a ceremony at 


the border, Mr Chlssano said 
the Corridor was a clear sign 
of “the entrepreneurial 
capacity of our countries, 
and of Africa's ability to 
attract investment". Mr 
Mandela said big invest- 
ments such as Mozal would 
create . opportunities for 
smaller enterprises to grow 
around them. "If local people 
seize these openings, the 
benefits for themselves and 
for our two countries will 
multiply many times." 

The Maputo Corridor is 
one of several so-called “Spa- 
tial Development initiatives" 
promoted by the South Afri- 
can government in the 
region. Among other pro- 
jects. a new road from the 
Atlantic coast at Namibia's 
Walvis Bay across the Kala- 
hari desert joins the South 
African road network, link- 
ing the western side of 
southern Africa with the 
Indian Ocean at Maputo. 

“Already the Maputo Cor- 
ridor is inspiring similar pro- 
jects elsewhere," Mr Mand- 
ela said. “It has helped set a 
trend that is changing the 
face of our region." 

The philosophy behind the 
Corridor is straightforward, 
and not unlike the idea of 
development zones in Latin 
America or cross-border 
growth areas involving 
neighbouring countries in 
soutb-east Asia: govern- 
ments try to improve basic 
infrastructure, create a 
favourable climate for inves- 
tors (Mozambique and South 
Africa, for example, are plan- 


ning a one-stop, 24-hour bor- 
der past to reduce bureau- 
cracy! and then encourage 
the private sector to increase 
trade and investment and 
create Jobs. 

One advantage for the 
Maputo Corridor is that it Is 
not a “greenfield" develop- 
ment project. It has been an 
important trade route since 
gold was discovered at 
Johannesburg, and Maputo 
remains the logical port for 
South Africa's Mpumalanga 
province as well as for 
much of Gauteng (the 
province around Johannes- 
burg). 

But that does not mean 
the plan will be problem- 
free. South Africa is much 
wealthier and more powerful 
than Mozambique (Mpuma- 
langa's economy alone is 
more than five times as big 
as Mozambique's), and it is 
significant that tbe-project's 
promoters are planning to 
send a delegation to study 
the border between" Mexico 
and the US state of Texas; 
they want to examine the 
social, environmental and 
political implications of 
cross-border trade between 
two unequal partners/ 

“Mozambicans are sensi- 
tive to the prospect of 
becoming the 10th province 
of South Africa." says one 
investor in the toll-road. 
“They obviously see; the 
advantages, bat it was the 
South African Department of 
Transport which provided 
the main impetus. Mozambi- 
que has an emerging private 
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sector and they are terribly 
concerned that they will get 
swamped if they open up too 
quickly.” 

South Africa's powerful 
trade unions, meanwhile, are 
anxious that so many big 
investments are going to 
Mozambique rather than 
their own country. They sus- 
pect investors of seeking to 
exploit cheap and pliable 
Mozambican labour, and 
may protest against this 
aspect of the project. "It 
scares us," said one South 
African official, responsible 
for promoting the Corridor. 

Another worry is the 
chance of political Instability 
in Mozambique. The Renamo 
opposition movement has 
decided to boycott local elec- 
tions scheduled for tomor- 
row on the grounds that the 
election process has not 
been conducted fairly. A 
general election is due next 
year, and many, foreign 


investors qre hoptoj^hai(j|he 
co nupunlgt i-tnine di cA p lftl. 
ists of Frelimo wiilW$j§5 
the challenge from ftenaiqp, 
which Is short of skilled 
leaders and of Ideas. 

There are other problem^, 
too. People who previously 
used the road between Wit- 
bank and Maputo for} free 
resent the fact that they will- 
have to pay. Mozambicans in' 
the less-developed cantte 1 
and north of the country are. 
jealous of the attention lav- 
ished on capital in the south. ' 
“There’s already a percep- 
tion of neglect,” says one 
Mozambican businessman, 
“and that’s becoming a polit- 
ical problem.” 

But the Maputo Corridor 
project is gathering momen- '■ 
turn, helped by the rapid 
growth of the Mozambican 
economy. The World Bank 
reckons it expanded UL5 per 
cent in 1997, admittedly from 9 
a low base, and will grow a 


of Maputo .(top ri| 


further 10 per ceptjjgp year. 

1 1 Accordfrigjto ScnftffiAfriqs \ 
land- Mozambique, .w| sep4- J 
rate investments worai $7bn, 
and with the potential to cre- 
ate 35,000 jobs,' are "under 
consideration in tbe*fffirrldor 
zone. The effect on Mozambi- 
que’s tiny economy; will be 
particularly profound. “The 
impact 'could be unbeliev- 
able," says Simon Bell; 
senior economist at the 
World Bank office in 
Maputo. “If only half of it 
happens, if a third of it hap- 
pens, it will still have a phe- 
nomenal impact" 

And* it i&. happening, in 
^tourism and agriculture as 
{well as Industry. Pestana, 
Portugal's biggest hotel 
thain, is investing in four 
hotels and resorts ajswmd 
fiie -country. But it- was the 
announcement in .May .JJhat 
Mozal would definitely ; go 
" dhety) fhat was regard^ as 
-fire biggest vote of jmafi- . 


dence in the future of 
southern Mozambique. "We 
are already ripping up the 
countryside." says Robert 
Barbour, Mozal chairman. 

The Corridor, of course, is 
imaginary: it is simply a way 
of emphasising the impor- 
tance of a road, a railway, a 
port and some factories and 
farms. But if it works, it 
should amount to more than 
the sum of its parts. 

“I should be able lt» drive 
from Johannesburg in 
Maputo without feeling llmt 
rm moving from one coun- 
try to another." says Abdul 
Magid Osman, head of Banco 
Cpmercial e de Invest mien- 
tos. one of Mozambique's 
new h anks and one of the 
promoters of the Corridor. 
“If the concept works, you're 
not just building a road, 
you’re building something 
which can deepen the rela- 
tionship between Mozambi- 
jmfe^i^outh Africa." 


ADVERTISEMENT 



On June 6 1998, Presidents Nelson Mandela and Joaquim Chissano unveiled a plaque on the South 
African-Moz am bican border to commemorate the start of the construction of the US$400 million Maputo 
Corridor Road. 

There was a mood of celebration amongst the more than 10,000 Mozambicans and South Africans who 
gathered in the dusty town of Ressano Garcia. 

Despite the obvious political significance of the event, the launch also marked a watershed as our two 
countries, as equal partners, embarked on one of the largest infrastructure projects on the continent. 

This is what the African Renaissance epitomises: the maximising of our shared resources within the 
region to establish a sustainable growth path to allow us all to compete more effectively in the global 
economy. - • 

The establishment of a sustainable and competitive economic base for the region is therefore of 
primary importance in order to secure employment creation and regional stability. 

We needed a developmental approach for which the precondition, and not the end product, was the 
rehabifitation of the transport network of road, rail and harbour. 

We did not have the resources for even a transport network revival so we knew from the outset that the 
private sector would have to play a large role in creating development that would be sustainable. 

We started by looking at existing economic activity end its potential, and then began to Identify projects 
for the private sector so that we could attract investment to the region. 

Within two yeans of being identified as a possible project at our investment conference in 1996, the 
US$1 .4 billion Mozal aluminum smelter is today a reality. 

At the outset the Mozal project was dependent on a supply of energy and the port for raw materials, 
and this created the lever for a US$20 million investment In the harbour to handle 35,000-ton vessels and 
Eskom (from South Africa) and EDM (from Mozambique) in a joint deal to supply the smelter with electricity 
at favourable rates. 

Economists are already predicting that this project alone will double Mozambique's GDP. The 
construction phase of Mozal will also give a major boost to the construction industry in South Africa. 

The key infrastructure projects on the Corridor, such as the 400-kilometre tod road from Maputo to 
Witbank, created the opportunity to get the private sector involved in a BOT project with a 30-year 
concession period and ultimately it will be worth more than US$ 600 million. 

The concessionaire was required to raise the capital needed without government providing any 
financial guarantees, and the level of financial confidence in this road project was shown recently when it 
got a Triple A investment rating. 

The rote of our governments has been to facilitate; to provide the necessary investment environment to 
enable the financial sector to undertake the commercial risk while we bear any political risks. 

One tangible result was the successful conclusion of an agreement between South Africa and 
Mozambique tor a one-slop permit to allow passengers and goods to travel across our borders. 

Also, through the strenuous efforts of our two governments more than US$ 7 billion in investment is 
planned or occurring in infrastructure, industrial and tourism, and more than 500 proposals tor investment 
projects. 

The Maputo Development Corridor has shown how Infrastructure Investment can leverage other 
investments into various economic sectors, and that the role of government is to actively market potential 
projects and create the necessary strategic and regulatory mechanisms to enable economic integration. 

But It also symbolises a new relationship between our two countries borne out of an understanding that 
our destinies are finked as two nations in the sub-continent. 

tt recognises the sovereignty and equality of both states as well as the unity of our people. 




At an Internationai Bank 
you only need to ask once 




' 

. v. • 

■ ■ _ . . vy ■ ;-i ., •• 

v> 

- 'A • ; ; - -■*.**-. 

;; *y: »>- . ■***- — j 

V." ’fc-T, 












MAC MAHARAJ 

Minister ot Transport (South Africa) 


PAULO MUXANGA 
Minister of Transport (Mozambique) 




1' tfg. KM 



J *%! t> l iS? 










• •*; ' 


T», 

:i 

IT- 


II 


2 THE MAPUTO CORRIDOR 


BUSINESS GUIDE: JOURNEY ALONG THE CORRIDOR • by Victor Mallet 


En route to that lobster dinner 


Johannesburg is 
the most violent 
section of the 
road down to the 
Indian Ocean 


A few years ago. it was all 
but impossible to travel by 
road from Johannesburg to 
Maputo because of the 
Mozambican civil war, and 
flying was the obvious alter- 
native. Today, the journey 
along the Maputo Corridor is 
an easy sis- or seven-hour 
drive - a trip made by thou- 
sands of South African tour- 
ists every year on their way 
to Mozambique's Indian 
Ocean beaches, coral reefs 
and lobster dinners. 

Ironically, it is now Johan- 
nesburg itself that is proba- 
bly the most dangerous part 
of the route. The city has 
excellent flight connections, 
hotels and communications, 
but it bas become notorious 
for car hijackings and armed 
robberies. 

Mozambican-registered 
cars appear particularly 
prone to attack on South 
African roads, possibly 
because Mozambicans who 
come to do their shopping 
often do not have credit 
cards and therefore carry 


large quantities of cash. On 
both sides of the border, 
gangsters dressed in police 
uniforms have been known 
to stop cars and rob the 
occupants. 

In Johannesburg, all visi- 
tors should take local advice 
about where and when it is 
safe to go out But provided 
you take care - keep your 
car doors locked when driv- 
ing and do not display valu- 
ables when walking - you 
are unlikely to encounter 
trouble. 

The road out from Johan- 
nesburg, the N12 to Witbank, 
takes you past the factories, 
truck depots and mountains 
of gold mine tailings that 
account for Gauteng’s status 
as the engine of the South 
African economy. As you 
enter Mpumalanga province 
and join the N4 at Witbank, 
you will see some of the 
coal-burning power stations 
that have made the area into 
the country's principal pro- 
ducer of electricity. 

Beyond Witbank, the road 
narrows and traffic slows, 
but Trans African Conces- 
sions has already started 
construction work to widen 
it for the toll-road that will 
take vehicles all the way to 
Maputo. 

Place names are redolent 


of the region’s history and of 
the Africans, Afrikaners and 
Britons who passed through 
or settled - KwaGuqa, Oli- 
Fantsfontein. Belfast 

The most spectacular part 
of the drive is the steep 
descent from the highveld 
down the escarpment at 
Waterval Boven. 

In the lowveld, you soon 
come to Nelspruit, Mpuma- 
langa's busy provincial capi- 
tal and a favourite shopping 
destination for residents of 
Maputo. The road then 
skims past the southern end 
of the Kruger National Park 

- you may see hornbills, 
baboons and other wildlife - 
before passing Komatipoort 
and reaching the border. 

The frontier has a reputa- 
tion for bureaucracy - par- 
ticularly among exporters 
and importers - but individ- 
ual travellers with the cor- 
rect documents should get 
through both sets of formali- 
ties in 30 or 40 minutes. 
{Avoid weekends and South 
African holidays if possible 

- queueing around Christ- 
mas has been known to last 
for hoars). 

Mozambique and South 
Africa have plans to create a 
single, easy, one-stop border 
post, but in the meantime 
you will probably need a 


visa for Mozambique (obtain- 
able in Johannesburg or Nel- 
spruit) and the original reg- 
istration documents for your 
car. 

The other necessities, 
including compulsory third- 
parly insurance for Mozam- 
bique. at a cost of R&. can 
be quickly purchased at the 
Mozambican border post. 
Carry some rands or dollars 
in’ cash. 

The Mozambican authori- 
ties also demand that you 
carry warning triangles in 
your car in case of break- 
down, and will fine you if 
they stop you and do not 
find one. Whether walking 
or driving, you should 
always carry your passport 
or other identity document. 

Last, but not least travel- 
lers to eastern South Africa 
and Mozambique should 
take medical advice on the 
need for pills to prevent 
malaria, although this is 
not a requirement at the bor- 
der. 

The journey between the 
border town of Ressano Gar- 
cia and Maputo takes just 
over an hour, and should at 
present be undertaken only 
in daylight because of the 
possibility of night-time 
attacks by armed bandits. (It 
Is any case dangerous to 


drive in the countryside at 
night in Mozambique 
because many vehicles do 
hot have lights). During the 
day, the road to Maputo Is 
secured by Mozambican 
troops and appears quite 
safe. Do not wander off the 
road: landmines and unex- 
ploded ordnance are still 
common in this area. 

There is a striking con- 
trast between the weD -or- 
dered citrus groves and 
banana plantations on the 
South African side of the 
border, and the undeveloped 
bush in Mozambique. The 
only evidence of human 
activity along the road are 
occasional scrappy plots of 
cassava, and sacks of char- 
coal and wood collected from 
the scrub for sale in the capi- 
tal. There are few signs, but 
it is bard to get last Keep 
going and you wfll eventu- 
ally see the sea and enter 
Maputo on the Avenida 24 de 
Jtdho. 

Maputo itself, formerly 
Lourenpo Marques, has been 
transformed since the bad 
old days of the 1980s. Few of 
the buildings are beautiful, 
except for some magnificent 
Colonial la prirpark? such as 

the railway station and the 
Hotel Palana, and the city is 
dominated by concrete edi- 



In dian Ocean beaches are now a destination for thousands of South Africans 


flees from the 1960s and 
1970s. 

But it has become one of 
the region's livelier cities, 
complete with traffic jams, 
new hotels such as the 


Rovuma Carlton, and plenty 
of restaurants and outdoor 
cafes - a flitting final desti- 
nation for a Journey down 
the Corridor. In the words of 
Jeanne Stephens, general 


manager of Austral Consul- 
toria e Project ns. a local con- 
sultancy: -Culturally ‘bis 
place is the liveliest city In 
southern Africa outside or 
Cape Town." 


TOLL ROAD FINANCING • by Greta Steyn 


Financiers make a cross-border breakthrough 




Deal represents 
learning process 
leading to new 
non-recourse 
financing 


The financing of the RUbn 
Maputo Corridor toll road 
broke new ground in South 
Africa, largely because It 
was the first true project 
finance deal of any magni- 
tude. 

The section of the N4 road. 
Unking Witbank In South 
Africa to Maputo in Mozam- 
bique, is being constructed, 
operated and maintained by 
Trans African Concessions 
iTRAC) under a 30-year con- 
tract with the South African 
and Mozambican govern- 
ments. TRAC is a consor- 
tium including Bouygues. 
Basil Read (62 per cent 
owned by Bouygues), and 
Stocks & Stocks as contrac- 
tors and project sponsors. 

The project is the first 
build -operate- transfer project 


to be undertaken in South 
Africa and Mozambique. It is 
unusual because it ranges 
across borders and required 
substantial attention to legal 
detail to hamm er out the 
respective legal positions of 
the South African and 
Mozambican governments. 

-This is the first time lim- 
ited-recourse prqject financ- 
ing has been achieved in 
South Africa. In a true proj- 
ect finance deal, lenders 
have no recourse to the bal- 
ance sheets of the borrowers 
- they are secured only by 
the cash flows of the project 
That means the deal has to 
be structured in such a way 
that it parcels out the risk," 
said Jose de Nobrega. the 
head of project finance at 
Investec Bank. 

Investec and Nedbank 
Investment Bank were 
appointed as joint lead 
arrangers of the debt facili- 
ties. The project is funded 
mainly from debt; the ratio 
of debt to equity will be 
maintained at 80:20. FBC 


Merchant Rank and the 
Development Bank of 
Southern Africa (DBSA). a 
finance p&rastatal, were 
appointed co-arrangers. 

The amount of debt issued 
is about Rl-5bn, with maturi- 
ties of IS to 20 years, while 
equity is R330m. Up to 40 per 
cent of the equity will be 
held by the sponsors and the 
balance by a mix of institu- 
tional investors and black 
empowerment groups. Reve- 
nue during construction, 
which will be generated by 
the phased opening of the 5 
toll plazas. Drill also be part 
Of the tending mix. 

“The return on investment 
in the project is virtually 
guaranteed," said Nedcor 
Investment Bank general 
manager Andre la Grange. 
The possibility of higher 
returns existed if the Maputo 
harbour generated a lot of 
activity. But if traffic far 
exceeded projections, the 
two governments would 
share in the extra revenue. 

Part of the debt package is 


a R455m, 20-year Inflation 
linked loan, which Is attrac- 
tive to institutional inves- 
tors in the capital market 
Infl ation -link ed debt is a 
popular way to finance toll 
road construction, as tolls 
are linked to inflation. 
“There is a natural link 
between cash flows and debt 
service. The linked debt will 
help keep tolls lower than 
they would have been if 
more bank debt had been 
used,” said De Nobrega. 

It is unusual for capital 
market lenders to invest in a 
toll road at such an early 
stage of its life; normally 
bank debt is refinanced in 
the capital market at a later 
stage. 

CA ratings, the South Afri- 
can affiliate of Standard & 
Poor's credit rating agency, 
gave the inflation-linked 
debt the highest rating 
assigned anywhere in the 
world to a toll road project 
financed by way of non-re- 
course debt, 

CA Ratings said: “In the 


assessment of the risk 
involved in the project, we 
reached the conclusion that 
it is set to generate strong 
levels of cash, flaw, is backed 
by significant risk mitiga- 
tion and is designed in a 
robust manner." CA was 
particularly impressed by 
the extent to which the gov- 
ernments of South Africa 
and Mozambique had pro- 
vided: “not only an effective 
underpin to the project over 
the longer term, but have co- 
operated with the conces- 
sionaire and lenders. The 
effect is to strengthen the 
position of the lenders and 


increase the project's resil- 
ience." 

Mr De Nobrega said risk 
mitigation was essential in 
putting together a limited-re- 
course project As an exam- 
ple of risk, he mentioned 
traffic flow, which might not 
live up to expectations. The 
lenders had, however, esti- 
mated traffic flow indepen- 
dently from the consortium 
to arrive at their own assess- 
ment of the risk. 

Another example of a risk 
that had to be managed was 
the possibility of the govern- 
ments imposing penalties for 
operations and maintenance 


failure. In terms of a deal 
done with TRAC, the spon- 
soring shareholders would 
bear the responsibility for 
any penalties. 

TRAC has awarded a 
fixed-price, fixed-time design 
and construction contract to 
SBB, a joint venture com- 
prising tie three companies 
or their subsidiaries. Mr De 
Nobrega said the design and 
construction risk had been 
parcelled away from lenders 
by using this contract 

Mr De Nobrega said proj- 
ect finance lenders were 
almost like equity investors 
as they had extensive rights. 


“if there is mismanagement 

by the consortium, the tend- 
ers can take the contract 
away and award it to a now 
group." The lenders' discre- 
tion was something new to 
South Africa, as project 
finance deals had not been 
done on a limited recourse 
basis before. 

Nedcor Investment Bank's 
La Grange said the financing 
of tiie deal had been a learn- 
ing experience which paved 
the way for new non-re- 
course financing deals - not 
only in transport, but JE 
other sectors such as water 
provision. 


IRON, STEEL AND OTHER BIG PROJECTS • by Nicholas Shaxson 


Hoping for pay-back time 
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Investment Promotion Centre 
Tel:. 258-1-422530 or 422454/5/8/7 
Fax. 258-1- 422604 
Rua da Imprensa, 332 fi/C 
P.O. Box. 4635 
Maputo, Mozambique 
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Viadalla Bevarare' 
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• Customs Brokers 
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Av Magui guana, n° 1880 Phone [258-11 400061 <'400089/40027 5/ 
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Many see the 
Corridor as a 
lifeline being 
thfowh from 
South 'Africa 


Mozambicans hope new 
investments in the Maputo 
Corridor wQl go some way 
towards making amends for 
the destruction of their 
infrastructure by the 
regional destabflisatkm poli- 
cies of South Africa during 
the apartheid era. 

Investors are enthusiastic, 
and many say they would 
probably hive come even 
without the extra attractions 
of the Corridor project Billi- 
ton's $2.34bn Mozal alumin- 
ium smelter Is the largest 
Corridor-linked investment 
to date, hut something even 
bigger is being discussed: 
tbe Maputo Iron and Steel 
Project (MISP). 

‘This project would stand 
up on its own anyway but 
the Corridor has helped too," 
said a senior official at US 
energy company Enron, 
which hopes MISP will pro- 
vide an outlet for untapped 
gas reserves from its Pande 
field off the Mozambican 
coast 

Enron and South Africa's 
Industrial Development Cor- 
poration GDC) are planning 
to build tbe iron and steel 
plant close to Maputo. It 
would produce 3.45m tonnes 
of carbon steel slabB for 
export annually after 
start-up in 2002-2003. 

Ted Droste, general man- 
ager of tbe IDCTs projects 
division, said a final decision 


on whether to go ahead 
would not be taken before 
the end of the first quarter 
of next year. “But at this 
stage we are very optimistic 
- it looks like it meets both 
Enron’s and oar norms.’' 

Mr Droste-said he expected 
other partners to be involved 
in the project, and the plan 
was to com the $2bn peak 
funding cost of the project 
with about 60 per cent of 
debt financing and 40 per 
cent of equity. 

The IDC is a self-financing 
company acting on -behalf of 
the South African govern- 
ment and has been involved 
in most of the country's 
major investment projects. 
While it played a relatively 
passive role in Mozal, it was 
active in identifying the iron 
and steel project, which will 
use a magnetite stockpile In 
tbe South African town of 
Phalaborwa. 350 kilometres 
from Maputo. 

The magnetite was previ- 
ously seen as a useless 
by-product of a local copper 
mine and residents of Phala- 
borwa have sometimes 
grumbled about it when fine 
magnetite dust settles on 
their town on windy days. 

Genii Eruyswijk, deputy 
general manager of IDC, said 
the Corridor was worth more 
than the sum of its compo- 
nent parts, “if you have 
South Africa’s capabilities 
linked to Maputo with such 
a corridor it completely 
c h an ge s the view of overall 
risk in Mozambique." 

The MISP needs plenty of 
cheap electricity. Talks are 
under way for an 850 mega- 
watt supply contract with 


Electricidade de Mozambi- 
que (E dM) and South Afri- 
can utility Eskom, which 
supplies some of the world's 
cheapest electricity and has 
a surplus of power genera- 
tion capacity which will 
endure for most of the next 
decade. 

Natural gas - with Pande 
the obvious source of supply 
- is also needed for some of 
the chemical processes used 
in making the steel slabs. 
The plant would further 
require imported haematite 
iron ore. 

Tbe MISP is proving more 
controversial than Mozal 
because of the need to trans- 
port large quantities of raw 
material from Pbalaborwa 
through South Africa. The 
country has a strong envi- 
ronmental lobby which has 
already successfully pre- 
vented the routing of a pro- 
posed pipeline for magnetite 
slurry to Maputo through 
the world-famous Kruger 
National Park. 

Tbe magnetite would most 
likely be transported by 
pipeline, although environ- 
mental organisations are 
opposed to this because of 
the need to drain water from 
the Olifaats river. As an 
alternative, negotiations are 
also under way with South 
Africa's national rail opera- 
tor. Spoomet, to carry the 
raw material by raiL 

A scattering- of other pro- 
jects are being gathered 
under the auspices of tbe 
Corridor programme. 

South Africa's Foskor is 
considering building an 
5800m plant to process 
another mining byproduct 
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called phlopupiu*. also at 
Phalnborwa. The technology 
is still unproven, however, 
and it will be is months 
before full results from their 
$20m demonstration plant 
are known. If it goes ahead, 
the project would produce 
alumina, magnesia for such 
industries as brickworks and 
potassium sulphate w! 
could be used for fertiliser. 

Hotels and casinos an* also £'• 
being erected, and industrial 
processing plants, infrastruc- 
ture. mining and petrochem- 
ical programmes cue under 
way too. The impact of these 
new projects on Mozambi- 
que's economy could be 
huge. According to a draft 
environmental impact report 
drawn up by consultants 
Gibb Africa for IDC and 
Enron in May. MISP alone 
could add S per cent to 
Mozambique's GDP. 

Many see the Maputo Cor- 
ridor as a lifeline being 
thrown from South Africa's 
rich industrial centres 
around Johannesburg 
poor neighbour Mozambique. 

But some wonder how many 
of Mozambique's poor citi- 
zens - other than the 1,200 
who are expected to work at 
MISP if and when it starts 
operations - will benefit 

"The project involves 
employing very large sums 
of capital In an investment 
that would provide relatively 
few jobs," Gibb Africa's 
report said. “The project's 
contribution to the GDP of 
South Africa would be larger 
than it would be to Mozam- 
bique, despite the fact that 
most or the capital would be 
invested in Maputo." 



INDUSTR1A AERONAU71CA DE MOCAMBIQUE 
GRUPO OGMA 


Aircraft and aircraft systems maintenance, 
repair and overhaul in the Maputo Corridor. 


A MOZAMBICAN COMPANY SUPPORTED BY 
A WORLDWIDE RECOGNIZED ORGANIZATION - OGMA. 



AeronauUca de Mozambique 

' Aeroporto lntema cional de Maputo 
Telefone/phone 258 1 465476 - Fax 258 1 465483 P 
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EFFECTS ON THE REGIONAL ECONOMY • by Greta Steyn 


- 
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Project has potential to create 35,000 new jobs 


Trade increase is 
set to improve the 
balance of 
payments of both 
countries 

Job creation in South Africa 
and Mozambique is expected 
to get a boost from the 
Maputo Corridor, especially 
as both countries have made 
jobs and training a prerequi- 
site tor the granting of con- 
tracts involving the state. 

In addition, the balance of 
payments of both countries 
Should improve as a result of 
new trade opportunities aris- 
ing from improved road 
transport links between 
South Africa and Maputo, 
and the upgrading of the lat- 
ter's harbour. Mozambique's 
balance of payments could 
improve considerably; the 
Mozal aluminium smelter 


alone is expected to double 
the foreign exchange earn- 
ings of . the Mozagnbican 
economy. -- ( 

Economic benefits also 
include an effort to achieve 
black empowerment through 
the equity financing of 'the 
deal. Trans African Conces- 
sions (TRAC), the consor- 
tium in charge of the toll 
road, has offered about R30m 
of equity in the toll road 
project to a community trust 
in Mpumalanga, the South 
African province which bor- 
ders Mozambique. 1 
Jose de Nobrega, Investec 
bead of project and infra- 
structure finance, said the 
Commonwealth Develop- 
ment Corporation was ware- 
housing the equity stake 
with a view to selling it cm 
to black empowerment 
groups once the dividend 
flow was sufficient to sus- 
tain debt used to buy the 


shares. 

As Nedcor Investment 
Bank general manager 
Andre la Grange explained, 
the ton road project did not 
lend itself ter black empower- - 
ment from a shareholder 
point of view, as it wonld 
take up to seven years 
before the returns would be 
enough to justify the debt 
that was usually Incurred in 
such equity empowerment 
exercises. However, the Cor- 
ridor initiative served the 
interests of empowerment in 
a range of other ways - far 
example, through the cre- 
ation of job opportunities for 
small contractors and gener- 
ally for the communities in 
the region. 

The Maputo Corridor Com- 
pany, a facilitating entity 
supporting different ele- 
ments of the corridor initia- 
tive. estimated there were 
180 projects under consider- 


ation, in a range of sectors 
from minerals beneficiation 
to. agriculture and tourism, 
with a possible value of $7 bn 
and the potential to create 
an: estimated 35,000 perma- 
nent new jobs. So far. about 
$3bn bad been committed, 
with the creation of 12,000 
jobs. 

Key investments planned 
included: the Mozal alumin- 
ium smelter; the Maputo 
Iran and Steel Project; vari- 
ous petrochemical projects; 
irrigation schemes in the 
Nkomati area of South 
Africa; casinos; and game 
park developments. 

The company said commu- 
nity empowerment was 
being vigorously pursued in 
the tourism projects, both 
from an equity and entrepre- 
neurial perspective. The 
agricultural initiatives had 
seen about 300 small farmers 
settled in new sugar cane 


developments. 

According to the Maputo 
Corridor Company, the port 
of Maputo will increasingly 
help the transport of exports 
and imports for Mozambi- 
que. South Africa. Swazi- 
land. Zimbabwe and Bot- 
swana. “Some of this 
movement Is redirected and 
some is new, adding signifi- 
cantly to foreign exchange 
earnings. Exports that are 
increasing indude coal, fer- 
ro-alloys, sugar, citrus and 
timber." 

All contracts relating to 
concessions involving state 
assets, or in which the state 
had a role, contained a 
defined minimum value of 
the contract which had to be 
given to "emerging’* - i.e. 
black - contractors. Further 
strategies to support 
medium-, small- and micro- 
enterprises included the 
establishment of a regional 


fund to assist emerging 
small business. 

Industrial “clusters" are 
regarded as a key feature of 
the development initiative, 
in wbicb downstream activ- 
ity will be encouraged. Clus- 
ters such as sugar, petro- 
chemicals. tourism, steel and 
agro-processing will encour- 
age links between “core" 
companies and suppliers, 
contractors and communi- 
ties. "Similar processes else- 
where in the 'world have bad 
a substantial impact on 
growth, creating employ- 
ment and building small 
enterprise,", the Corridor 
Company said.; 

Mathews Pbosa. the pre- 
mier of Mpumalanga prov- 
ince, also emphasised down- 
stream activity and 
development of tourism. 
Agricultural development 
along the Nkomati River 
should provide hew opportu- 


nities for sugar mills and 
other value-adding processes 
and secondary industries, he 
said. “Downstream fabrica- 
tion and beneficiation of 
local materials must be 
encouraged. Beneficiation of 
local materials is vital for 
job creation, import replace- 
ment and earning foreign 
revenue." 

Phosa said the Kruger 
National Park, one of 
southern Africa's leading 
game reserves, presented 
enormous opportunities for 
community development 
through jobs in lodges, con- 
servation. infrastructure pro- 
vision. hotels, and service 
stations. “We should learn 
from the successes in some 
of the private game reserves 
where local cumrnunity 
equity participation has 
resulted in thriving mini- 
communities.” 

Some analysts, however. 


were sceptical about some of 
the ambitious estimates or 
job creation and economic 
benefits, saying many of the 
projects might never come to 
fruition. They 1 were, never- 
theless. encouraged by tbe 
tangible benefits for small 
contracture of tbe rood con- 
struction project. 

A percentage of the con- 
tract work for the toll road 
undertaken by Bouygues. 
Stocks & Stocks and Basil 
Read has been earmarked 
for medium-, small- and 
micro enterprises. The Mpu- 
malanga deportment of eco- 
nomic affairs hoped that 20 
per cent of initial construc- 
tion work and 30 per cent of 
operations and maintenance 
work would be awarded to 
small businesses. Jt is esti- 
mated that about 600 sub- 
contracts will be awarded to 
small- and medium-enter- 
prises. 


MOZAL • by Nicholas Shaxson 


$1.34bn put into the melting pot 


Smelter project 
represents a leap 
of faith in the 
economy of 
Mozambique 

The $1.34bn Mozal 
aluminium smelter to be 
built by Billiton, the mining 
and metals group, just out- 
side Maputo, will be the big- 
gest project investment ever 
made in Mozambique. The 
superlatives do not stop 
there. Mozal was also the 
largest investment decisiou 
made worldwide in 1997 by 
the World Bank's private fin- 
ancing arm. the Interna- 
tional Finance Corporation 
I1FC), and it wifi also be tbe 
largest investment in non- 
ferrous metals made by 
Japan’s Mitsubishi Carp. 

Construction work has 
already started on Mozal. 
which will produce 250.000 
tonnes of aluminium per 
year when it reaches full 
production in 20DL Billiton 
estimates that world demand 
for aluminium wifi grow by 
around 500.000 tonnes per 
year from its current 2im 
tonnes. The plant will be 


designed so it can later be- 
expanded to double its 
capacity. 

Mozal represents a leap of 
faith in the economy of a 
poor African country that is 
still recovering from a long 
civil war and years of cen- 
tral planning. The size of 
this investment is a sign of 
the former Portuguese colo- 
ny's steady integration 
Into global and regional mar- 
kets. 

It wifi also send a powerful 
signal to investors wonder- 
ing about putting their 
money into a country with 
such a troubled past. "This 
is a major boost to our plan 
to emerge from a long period 
of under-investment," said 
Pascoal Mocumbl, Mozambi- 
que's prime minister. 

A number of attractions 
made Mozambique an idea] 
location, and the govern- 
ment was prepared to offer 
unusually enticing terms Tor 
wary foreign investors. 
Mozal will be sited in an 
Industrial Free Zone. During 
operation a 1 per cent turn- 
over tax wifi be levied but 
customs duties and other 
taxes wifi be waived. 

Cheap southern African 


electricity was another pow- 
erful reason to go ahead 
with the energy-intensive 
project. A 450-megawatt sup- 
ply contract far 35 years was 
signed with Electricidade de 
Mozambique (EdM) and with 
Eskom. the South African 
utility that produces some of 
the cheapest electricity in 
•the world. Eskom has a sur- 
plus of electricity generation 
capacity which is expected 
to last until around 2007, and 
this will provide Mozal with 
secure supplies. 

"I do not think tbe elec- 
tricity deal we have done 
with Eskom could have been 
duplicated in many coun- 
tries." said Marc Gonsalves. 
Billiton's senior manager for 
corporate affairs. 

Eskom will supply electric- 
ity at fixed prices until 201 2 
and then at a formula based 
on world aluminium prices 
which will be calculated 
according to a benchmark 
price of 1.9 cents/kwh at 
S1.750 per - tonne of alumin- 
ium on the London Metal 
Exchange {LME). Mozal also 
has ah option on extra elec- 
tricity supply if a decision is 
made to increase its capac- 
ity- ' % 


The smelter is also in a 
good position on the eastern 
coast of southern Africa 
with relatively easy access 
to alumina, the main raw 
material, which will be sup- 
plied by Billiton from Aus- 
tralia bn a long-term con- 
tract -linked to world 
-aluminium : prices. The 
smelter is expected to break 
even in its initial stages 
even if aluminium trades as 
low as S750 per tonne - com- 
pared with recent levels 
around $1,300. 

Mr Gonsalves said up to 
half of the construction cost 
would be sourced in South 
Africa, which meant signifi- 
cant fails in the value of the 
rand since the deal was 
signed would be helpful to 
the project's dollar-based 
economics. Much of the rest 
would be sourced from 
France, which provided the 
successful "potline" technol- 
ogy for Billiton's S1.2bn Hill- 
side smelter -at Richards Bay 
in South Africa. Mozal will 
be an addled version of 
Hillside. 

Billiton wifi be the largest 
investor by contributing 
S245m out of the project's 
$S20m equity'. Mitsubishi will 


contribute $i30m for a 25 per 
cent stake, and the Indus- 
trial Development Corpora- 
tion GDC), operating on 
behalf of the Sooth African 
government, will hold a 24 
per cent stake of $125m. Tbe 
government of Mozambique 
will have a $20m participa- 
tion. or 4 per cent of the 
equity. 

The remaining $820m, or 
62 per cent of the financing 
package, wifi be in the form 
of debt Of this, S670m wifi 
be in tbe form of senior debt 
repayable over 10 years from 
commissioning. This will 
mostly be in the form of 
export credits from South 
Africa and other countries 
and will cover political risk 
during the construction 
period, as well as political 
and commercial risk during 
operation. The remaining 
$150m will be subordinate 
debt from five funding agen- 
cies. co-ordinated by the IFC. 

"It is a major milestone for 
project finance in the 
region." said Jannik Lin- 
back, IFC executive vice 
presidenL. 

. But it is questionable bow 
much benefit Mozambique’s 
citizens will see. Although 



How Mozal will took. Construction work has already started 


around 4JW0 people wifi be 
employed during the con- 
struction phase this will fall 
to 900 during operation. Crit- 
ics have said the project 
involves too many conces- 


sions through which pover- 
ty-stricken Mozambique, 
eager to flaunt its new-found 
investor-friendly credentials, 
has cheated itself out of vital 
revenues. Billiton, however. 


insists that the turnover tax, 
along with other benefits 
such as infrastructure 
improvements and training, 
means that Mozambique is 
getting a fair deal. 
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Why does Fortune magazine 

KEEP REPEATING ITSELF? 



There must be a good reason Fortune magazine has named Enron the Most innovative company 
in America for the last three years. We think it has to do with the talent and initiative our employees 
bring to each new opportunity. Because of them, and because of our forward-thinking customers, 
we're changing the way people think about energy; how they buy it. how they get it, and how much they 
pay for it. Thanks again for noticing, Fortune. And wait 'til you see what we’re thinking about next. 


Natural gas. Electricity. Endless possibilities? 
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THE PORT • by Victor Mallet 



A rebirth among the rusting hulks 


Without an 
efficient port at 
the end of it, the 
Corridor would 
head nowhere 


The rusting, semi-submerged 
hulks scattered along the 
estuary opposite Maputo's 
port and the dilapidated 
cranes on the 3 kilometre- 
long quay are discouraging 
reminders of Mozambique's 
economic decline over the 
past quarter of a century. 

Before the country's inde- 
pendence from Portugal in 
1975. Maputo (then Lourenpo 
Marques) dealt with more 
than a third of the interna- 
tional trade to and from 
South Africa's Industrial 
heartland around Johannes- 
burg. han dlin g as jxmch as 
14m tonnes of cargo a 
year. 

The Mozambican civil war, 
and attempts by white-ruled 
Rhodesia and then South 
Africa to destabilise the 
Marxist regime, quickly 
reduced Maputo to a minor 
harbour as traffic was 
diverted to Durban and 
other South African ports. 

Guerrilla attacks made the 
road and the railway 
between Maputo and the 
South African border dan- 
gerous and sometimes 
impassable. Thieves took 
advantage of the disorder to 
steal cargo, even grain sent 
by foreign donors to feed the 
hungry. In some years, thou- 
sands of tonnes of sugar 
from Swaziland and Zim- 
babwe destined for export 
via Maputo were stolen and 
sold on the local market 
Beira, in the centre of 
Mozambique, has been rede- 
veloped and is now the coun- 
try's busiest port 

But Maputo, together with 
the associated port of Matola 
upriver, is on the rise again. 
As the nearest port to Johan- 
nesburg and the obvious 
international access point 
for South Africa’s eastern 
province of Mpumalanga, it 
is the linchpin of the Maputo 
Corridor. The toll road from 


Witbank to Maputo should 
be able to make money 
purely on the domestic traf- 
fic within South Africa, but 
without an efficient port at 
the end of the transport 
routes the two countries 
would be promoting a corri- 
dor to nowhere. 

Most of the industrial pro- 
jects planned for the Corri- 
dor, including the $i.3bn 
Mozal al uminium smelter at 
Matola, plan to use the port, 
but Maputo's catchment 
area extends to the fruit 
farms of Mpumalanga, the 
collieries of Witbank and the 
factories of Gauteng, the 
province that includes 
Johannesburg and Pretoria. 

“There is no way that the _ ^ __ 
port cannot work," says 'V ; 

Fernando Sumbana, director 
of the CPI, Mozambique’s 


investment promotion 
agency. “Even if it were only 
for Mozal, we have to put the 
port into effective opera- 
tion." 

Improvements at the port 
are already well advanced. 
Private sector groups now 
manage several operations, 
including the coal loading at 
Matola and the citrus and 
sugar terminals at Maputo, 
under concessions agreed 
with CFM. the state-owned 
ports and railways author- 
ity. Mozal will build special 
facilities for its own use. The 
UK's Crown Agents, mean- 
while, manages the coun- 
try's customs service and 
has increased revenues for 
the government 

The container terminal 
has been refurbished over 
the past two years by 
Mozambique International 
Port Services - a consortium 
of Rennies of South Africa, 
CFM and P&O Ports (Austra- 
lia). At the start of its 10- 
year contract, MIPS spent 
$2.6m mending the two big 
container cranes. It also 
repaired a warehouse, built 
light towers to illuminate 
the terminal, fenced the 
area, installed security 
guards and provided electric 
outlets for refrigerated con- 
tainers. Further work is 
envisaged and the total ini- 



Africa and Zimbabwe. 

CFM is overmanned and 
inefficient, and one of the 
last major sources of state- 
controlled patronage in 
‘ Mozambique, and its senior 
officials have long been 
reluctant to relinquish con- 
trol of a "national asset". ! 

One frustrated freight for- (Challenge Will be 
warding agent likened the m ol-pthe 
wait for CFM’s decision on 10 ul<uMJ Lite 


Still some 
convincing 

to be done 


As the nearest port to Johannesburg, Maputo is the linchpin of the Corridor 


AP 


tlal investment is put at 
17.4m. 

South African companies 
are reluctant to change their 
shipping habits until they 
are confident about the qual- 
ity and frequency of service 
they will receive, and con- 
tainer linRg are unwilling to 
send ships to parts where 
there is little cargo - a clas- 
sic chicken-or-egg flfipmwiH. 
However, Maersk this month 
became the second shipping 
line to launch a direct con- 
tainer service linking 
Europe and Maputo. 

Non-container traffic is 
increasing too, and Maputo 
is now handling a total of 
more than 3m tonnes a year. 
Hyundai cars and vans, for 
example, are shipped in from 
South Korea. In a bizarre 
testament to southern 
Africa’s distorted trade 
regime, they have their 
engines taken out in a work- 
shop at the docks before 
being sent by rail to Bot- 
swana. where the vehicles 
are put together again for 
export to South Africa. 

Maputo has some advan- 
tages over rival ports. First, 
it is dose to many of South 
Africa's wrings, factories and 


farms. Second, and more 
important, is the fact that 
Durban — presently the main 
cargo port for Johannesburg 
- is heavily congested and 
not particularly efficient. 
David Cotty, MIPS chief 
executive, says Maputo can 
load and unload containers 
twice as quickly as Durban. 

But Maputo has signifi- 
cant drawbacks as welL The 
approaches badly need 
dredging (the port authori- 
ties say they are hoping that 
foreign donors will provide 
one and possibly two dredg- 
ers for Mozambique so that 
both Beira and Maputo can 
be maintained at the right 
depths) and an one stretch 
the depth has dropped to 7.5 
metres instead of the 
planned 9.4 metres. This 
means that the size of ships 
that ran use the port hwa 
fallen to 40,000 tonnes from 
60,000 tonnes. 

Even at the best of times, 
Maputo will never be able to 
handle the big ships that go 
to South Africa's Richards 
Bay, now the main coal 
export terminal for the 
region. As Robert Barbour, 
Mozal chairman, said of 
Maputo at a recent inves- 


tors' conference there: “It is 
not the best harbour. We 
must face that It's not a 
deep-sea harbour in the true 
sense. It’s an adequate har- 
bour." 

Another problem is the dif- 
ficulty of persuading South 
African exporters and 
importers to suffer the inevi- 
table bureaucracy of sending 
their goods across an addi- 
tional international border, 
especially If their containers 
are merely sent on to Dur- 
ban anyway by the feeder 
services which go to and 
from Maputo. Shipping 
agents say South Africans 
are also nervous about the 
currency risk: Maputo's ser- 
vices are priced in dollars, 
whereas Durban’s are In 
South African rand. 

Such obstacles can be 

overcome. 'Mcasmihican and 

South African companies 
say that a mare important 
issue for the success or fail- 
ure of the port as a terminus 
for the Corridor is how CFM 
handles two outstanding 
matters: the planned conces- 
sion to manag e the overall 
port services, and the con- 
tracts to run the three rail 
lines to Swaziland, South 


the contracts to watching for 
smoke from the Vatican to 
announce a new Pope. 

The position at the 
moment is that Merseyside 
Docks and Harbour Co of the 
UK has b een named as the 
preferred bidder to form a 
joint venture which would 
have an 885m contract to 
manage, operate and main , 
tain the port. For the rail 
lines, Spoomet, the South 
African rail company, has 
been named as preferred bid- 
der for the South African 
Hnfr , with the Portuguese-led 
Consortia 2000 taking the 
other two lines. Negotiations 
continue. 

Rui Fonseca, the head of 
CFM and the man who led 


Corridor into a 
magnet for trade 
and investment 


was the slow turnaround 
time of its rolling stock in 
Mozambique, and Spo™™* 
has meanwhile 
agreement with CFM 
allow entire trains - mclud- 
the locomotive - to 


fng 


the reconstruction of Beira 's 
harbour, admits be was once 
sceptical about the need for 
foreign corporate involve- 
ment In the country’s ports 
and railways. But he says he 
is now committed to the 
involvement of foreign com- 
panies, provided the; con- 
tribute to the venture and 
CFM, with its century of 
experience, does not disap- 
pear. “They bring skills. 
They bring money. And they 
bring the influence to 
acquire what we have lost" 
Carlos Bambo, executive 
director of CFM South, the 
region that includes Maputo, 
says the port has plenty of 
spare capacity now and 
could handle 9m tonnes of 
traffic in five years if its ser- 
vices are effectively mar- 
keted to the region’s produc- 
ers of coal, steel, and 
agricultural products. "Once 
we have lost traffic we have 
to wait ages to recover," he 
says. “You have to convince 
people, create confidence. 
This takes time." 



To the foreign visitor, the 
most striking feature of the 
farm managed by Roy 
Palmer is the number of 
large crocodiles lurking In 
the pool behind his office. 
These breeding lay 

eggs which are Incubated on 
the form. The young croco- 
diles are slaughtered and the 
skins exported by air to 
Singapore. 

But the principal business 
of Neos Estates, near Male- 
lane in South Africa’s Mpu- 
malanga province, is sugar 
•and fruit The form grows 
sugar cane and hundreds of 
tonnes of grapefruit, papaya 
(pawpaw), mangoes and 
Iychees. for the domestic 
market and for export. 

The Mozambican frontier 
is close to this side of Mpu- 
malanga, an area previously 
known as the eastern Trans- 
vaal. For years, local formers 
have hired illegal immi- 
grants from Mozambique as 
low-paid casual workers In 
much the same way as US 
formers hire Mexicans. More 
recently, the wealthier resi- 
dents of Maputo have started 
driving to the supermarkets 
of Nelspruit. Mp umalang a's 
provincial capital, for their 
weekend shopping. And 
cross-border theft has 
become a problem: one of Mr 
Palmer’s lorries was stolen a 
few months ago and recov- 
ered from Mozambique only 
after weeks of negotiations. 

Maputo's port, however, 
does not yet loom huge in 
Mr Palmer's commercial cal- 
culations. He used to export 
citrus via Cape Town, 2,000 
kilometres away. Now he 
uses Durban, a distance of 
more than 600km. The trip to 
Maputo is only about 130km. 
but his interest In the 
Maputo Corridor is focused 
more an the cost of sending 
his trucks along the new 
toll-road west to Johannes- 
burg than on the nearby port 
to the east. 

It is customers such as Mr 
Palmer who will need to be 
convinced if the Maputo Cor- 
ridor is to grow into some- 
thing mare than a toll road 
and become a magnet Tor 
trade and Investment. The 
task will be challenging, but 
not impossible. 

"If certain criteria were 
met it would obviously make 
it more and more attrac- 
tive," he says. "We would 
definitely look at it in terms 
of the distance." Exporters 
and importers say the port 
needs to guarantee efficient 
service, and the bureaucracy 
at the border must be 
reduced. Both issues are 
being tackled by the promot- 
ers of the Corridor. 

For fruit exporters such as 
Neos Estates, there is an 
additional requirement: con- 
stant temperature control 
for refrigerated produce. 
This aspect of freight for- 
warding, known as the cold 
chain, is something that 
even South African ports 
and the ships that use them 
have yet to apply consis- 
tently despite decades of 
experience, says Mr Palmer. 
“If you're playing in the 
global game, you've really 
got to get your act together." 

On the other side of the 
province, and with a very 
different product. Gold 
.Fields Coal has attempted to 
become a big user of the 
Maputo Corridor, but so for 
with limited success. Bar- 
bara Day, GFC’S managing 
director, wants to export lm 
tonnes of coal a year from 
Witbank through Maputo. 

She is happy with the ser- 
vice at Maputo's Matola coal 
terminal but not with the 
freight price she Has to pay 
to Spoornet and CFM, the 
South African and Mozambi- 
can state-owned rail net- 
works. in 1997, GFC sent 
150,000 tonnes of coal via 


travel all the way from W 1 J* 
— i pack 


bank to Maputo and 

without a time-consuming 

handover at the border. 

Ms Day is therefore giving 
the Corridor another chance, 
but will wait until she sees 
how well the new agree- 
ments work before commit- 
ting all her exports to the 
route. “I think there’s poten- 
tial for considerable further 
drops In the price." 

Mpumalanga's provincial 
government faces a different 
challenge. It wants to make 
the Corridor into something 
more than a through-route 
for traffic between Johannes- 
burg and Maputo, by encour- 
aging investment on Its own 
territory. 

Mp umal anga's economy - 
with its mines, power sta- 
tions. petrochemical facto- 
ries, forms, forestry projects 
and game lodges - is several 
times bigger than those of 
many entire African nations, 
including Mozambique. It 
has also grown foster than 
most of South Africa's other 
eight provinces. 

Nelspruit. which became 
the provincial capital follow- 
ing the end of apartheid and 
the decentralisation of the 
country's a dminis tration. Is 
in the throes of a property 
boom. There are plans for a 
new airport that would help 
ferry international tourists 
to local attractions such as 
the Kruger National Park. 
But it is Mozambique, with 
its Indian Ocean seaboard, 
low wages and generous tax 
incentives, which has 
attracted the big projects 
linked to the Maputo Corri- 
dor. such as the $1.3bn Mozal 
aluminium smelter. 

Matthews Phosa, the Afri- 
can National Congress law- 
yer who is Mpumalanga's 
premier, is not discouraged. 
He has vigorously promoted 
the Maputo Corridor from its 
inception, believing that 
Increased trade, investment 
and tourism in the regton 
will inevitably benefit his 
province. 

There are several ways 
that this can happen. First. 
Mpumalanga's big industries 
can add more value than 
they do at present to the 
region's abundant agricul- 
tural and mineral resources, ' 
whether by making fruit 
juices from citrus or process- 
ing more sophisticated petro- 
chemicals; such value-added 
operations have traditionally 
been carried out in Gauteng, 
the province around Johan- 
nesburg. 

Second, small businesses 
can profit from the Increased 
activity along the new toll 
road, by working in con- 
struction. maintenance «pd 
retailing. Third, there is 
scope for further growth in 
tourism. South Africans 
have already started to flock 
to Mozambique for holidays. 
Among other projects, there 
is a plan to create a cross- 
border conservation area 
bigger than Portugal which 
would include the Kruger 
park and parts of Mozambi- 
que and Zimbabwe. 

Mpumalanga's residents 
are not unanimous in their 
support of the Corridor. The 
N4 toll road is particularly 
controversial because in 
most places there are no 
alternative routes. Many 
commuters and taxi dr i vers 
are outraged at the prospect 
of paying for a road that was 
previously free, while some 
women In Nelspruit were so 
■jjogty at being prevented 
from selling fruit to passing 
motorists that they stripped 
naked and hurled pawpaws 
at local officials. 

Whether or not Mr Palmer 
and Ms Day send their 
grapefruit and coal to 
Maputo, Mpumalanga is 
bound to benefit from the 
rapid economic growth in 
southern Mozambique and 
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costs would fall as volumes 


rose. 

Instead, Ms Day says, 
there was “ a deafening 
Ustlence" from the rail compa- 
nies. She Bays it was costing 
GFC R85 per tonne of coal in 
freight and port handling 
charges to use Maputo, com- 
pared' with R42 far Richards 
Bay. the big new South Afri- 
can port north of Durban - 
eyen though Maputo is much 
closer to Witbank. 

For two months this year 
she suspended GFC's coal 
traffic through Maputo. She 
demanded concessions, won 
a ® per cent price cut and 
resumed shipments in June. 
One problem for Spoomet 


around the Corridor. Mr 
Phosa. some of whose offi- 
cials are learning Portu- 
guese, said recently that he 
was delighted Mozambican 
projects were being financed 
by^ South African capital 
“We are not in zero-sum 
Same," he said. “We arc co- 
operating intensively to dra- 
matically increase the size of 
the southern African cake, 
rather than arguing over the 
sae of our national slices, 
we are now viewing interna- 
tional borders not as places 
where activity and infra. 
fj™*ure stops, but as zones 

If fe velop *nenL" 

If tWs vision becomes real- 
wUl be one 
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